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Foreword

Principles Of Public School Accounting is the product of extensive
cooperative effort of four national educational associations and the
U.S. Office of Education.

This handbook is an extension of the State Educational Records
and Reports Series, which includes Handbook I, The Common Core of
State Educational Information, published in 1953; Handbook II,
Financial Accounting for Local and State School SystemsStandard
Receipt and Expenditure Accounts, 1957; Handbook III, Property
Accounting for Local and State School Systems, 1959; Bulletin No. 21,
Financial Accounting for School Activities, 1959; Handbook IV, Staff
Accounting jor Local and State School Systems, 1965; and Handbook V,
Pupil Accounting for Local and State School Systems, 1964. As a
procedural manual, it supplements the other handbooks in the series.
It is designed as o, guide for persons who may not have extensive
training and experience in school finance accounting. In meeting
this need, the handbook is potentially useful to large schools as well
as small. As a means of self-improvement, inservice development,
and ready reference it has a broad range of service.

Deliberations of the Association of School Business Officials over a
period of several years pointed to the need for some type of an ele-
mentary accounting manual for local school systems. In 1960 the
board of directors of this association requested the U.S. Commissioner
of Education to initiate a project to produf,e such a manual and, in
response, the project which resulted in this handbook was begun in
the fall of 1962.

At its annual meeting in October 1964 the Association of School
Business Officials adopted a statement of accounting principles and
procedures relating to public school accounting which came to be an
important guide in the development of this handbook.

A policy committee meeting on April 17, 1963, at the call of the
U.S. Commissioner of Education, defined the purpose of the project
as that of producing a manual-guide of procedures in school finance
accounting based on the fundamental principles of recordkeeping
for school funds. Attending the meeting were:



1. FINIS E. ENGLEMAN, Executive Secretary,
American Association of School Administrators

2. EDGAR FULLER, Executive Secretary,
Council of Chief State School Officers

3. CHARLES W. FOSTER, Executive Secretary,.
Association of School Business Officials of the United States and Canada

4. BARNARD JOY, representing HAROLD V. WEBB,
Executive Director of the National School Boards Association

5. LYMAN BRYAN, Director of the Washington Office,
American Institute of Certified Public Accountants

6. SAM B. TIDWELL (Michigan Technological University),
Consultant

An agreemcnt was reached that a committee, to be known as the
National Committee for the Improvement of Public School Account-
ing, should be appointed by the participating organizations to serve
for the duration of the project. In addition, consultants were to be
selected.

The participating organizations chose the following committee
members and consultants:

Representing the American Association of School Administrators
WILLIAM B. CURTIS
Superintendent of Schools
Manchester, Connecticut
President-elect, AASA, 1966-67

PINKNEY J. NEWELL
Assistant Commissioner
State Department of Education
Jefferson City, Missouri

RODERICK F. MCPHEE
Superintendent of Schools
Glencoe, Illinois

Representing the Association of School Business Officials
ALVIN L. GITLITZ, CPA
Assistant Superintendent
New Rochelle. Board of Education
New Rochelle, New York

JOSEPH P. MCELLIGOTT
Fiscal Officer, San Francisco

Unified School District
San Francisco, California
Former President, ASBO

Representing the Council of Chief State School Officers
ALWIN J. SCHMIDT
Fiscal Officer
State Department of Education
Sacramento, California

PHILIP S. SHAW
Comptroller
State Department of Education
Tallahassee, Florida

Representing the National School Boards Association
HARRY FARIS, CPA
Pierce, Faris, Cochran, Sutton

and Company
Former Member, Board of Education
Hutchinson, Kansas
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ELLIOTT NORWALK, CPA
Trustee, Board of Education
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Nassau County
Lawrence, Long Island, New York



Consultants Suggested by the American Institute of Certified Public
Accountants
SAMUEL J. BROAD, CPA (Retired)
Golden, Colorado
Former President, AICPA

SAM B. TIDWELL, CPA
Professor of Accounting
Michigan Technological University
Houghton, Michigan

Other Consultants
ROBERT E. WILSON JAMES W. WHITLOCK
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The project was initially planned under the general direction of
James E. Gibbs, Jr., Chief, State Agency Support Branch, and
completed under the general direction of Ivan N. Seibert, Chief,
Elementary, Secondary, and Vocational Education Field Services
Branch, in the U.S. Office of Education. Special acknowledgment
is due Jerry N. Waddell and Richard J. Penrod, Office, of Education
staff members, who provided valuable counsel in the formative
stages of the handbook.

The first national conference on the development of the handbook
was held in Washington, D.C., on August 19-20, 1963. It was, a
planning conference designed to determine the handbook's depth,
and its nature and detail. Joseph A. Perkins, Jr., of the Office of
Education was selected by the committee to serve as its permanent
chairman.

A second national conference, held in Washington, D.C., nn
June 18-19, 1964, had the purpose of reviewing and improving the
first draft of the developing handbook. This deliberation provided
the guidance for writing a second draft of the manual.
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CHAPTER I

;ntroduction

This handbook is designed for people who will be recording and
reporting to others on financial information about a school district;
it is anticipated that readers and users of this handbook will range
from those who are totally unfamiliar with the subject to those who
have taken college courses in accounting. The handbook may be
used as a self-instruction tool as well as a supplementary reference
in formal methods of training in school accounting. To meet
varying needs, the book proceeds on the assumption that the reader
is a beginner in the field of financial recordkeeping and that other
readers will use their own wisdom in selecting appropriate chapters
of the handbook. To enable the reader to become more familiar
with the principles suggested, the handbook presents a set of the
accounting records for a hypothetical school district. These examples
of accounting records may be used by the reader as a means of de-
veloping skills and understanding before assuming responsibility
on the job. Further, the reader may find the handbook useful as a
day-by-day guide in carrying out his responsibilities.

Keeping records is an important function in the operation and
administration of schools. Without an adequate set of records to
indicate what has happened or is happening in a school district,
decisions about the management of the system and about governing
policies would have to be based on memory or guesswork. With
an adequate set of records summarizing the financial transactions
and other activities of the school district, wise and informed decisions
can be made. The person who systematically records information
about the various financial activities of a school district provides a
basic and an indispensable service.

Financial records must be developed and maintained on a consistent
and systematic basis to provide information and service to many
different groups, such as:

(a) The local school board, superintendents, school business
managers, and principals, all of whom need up-to-date informa-
tion to manage wisely and to report properly and accurately
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the finances of the school district.

(b) The residents and taxpayers of the school district who
provide the monies which are used to operate the educational
system.

(c) The business community such as banks, investment com-
panies, and sales agencies, all of whom need information about
the financing of the school district in making decisions concern-
ing loans and sale of goods or services to the school district.

(d) Representatives of many different governmental agencies,
such as the tax assessor's office, the State department of educa-
tion, and the Federal Government, each of which needs specific
kinds of financial information about a school district in order
to carry out its responsibilities. These data are used by higher
governmental units in making comparisons and evaluations,
determining eligibility for financial aid programs, and providing
source material for many research and statistical studies of

value in the administration of education.

Besides being important to the people and groups mentioned above,
systematic and well-kept records are invaluable to the person re-
sponsible for keeping the records. Systematic records summarize
and bring into orderly arrangement the numerous and relatively
unpredictable details of day-by-day operations. Information which
is arranged in an orderly manner makes it possible to trace back
individual items about financial transactions to their original
sources, and summaries of certain types of information about how
money is obtained and how it is spent may then be made on a
regular basis. Additionally, an orderly system of records will pro-
vide a basis for quick access to special financial information when
special unanticipated equests are made by the public, the school
board, the superintendent, the business manager, the principal, or
one of the governmental agencies.

Financial recordkeeping is commonly called bookkeeping. Book-
keeping is only one phase of accounting. Accounting has been
defined as the art of recording, classifying, summarizing, report-
ing, and interpreting the results of the financial activities of an
organization.

During the early years of American education, records were not
extensive because school districts generally were small and had
relatively few financial transactions. Today, school operation is
a big business and involves the daily use of many types of records.
The need for written records of the financial activity of a school
district increases with the number of transactions, with the difficulty
of the human mind to remember the details of each transaction,
with the need for planning future activities based on past successes
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and fajlures, and with the increasing extent to which various com-
munity organizations and taxpayers wish to be informed about the
cost of school operations.

School accounting is used to perform a number of services, the
more important being to:

(a) Maintain an accurate record of all the details involved in
school business transactions;

(b) Provide a system to insure that the resources of the school
district will be safeguarded and used only for the benefit of the
children of the district;

(c) Enable school administrators, school boards, and State
departments of education to plan effectively;
(d) Facilitate an analysis of the school district's use of its money,
with emphasis on the requirements and educational policies
inherent in the budget;
(e) Enable the school district to report to various local, State,
and national groups concerning the financial operations and
status of the school district and also to compare its performance
with other comparable districts.

A model school accounting system should adhere to most of the
criteria used by a commercial enterprise in its accounting system.
As a minimum, an adequate school accounting system should meet
each of the criteria listed below:

(a) A school financial record system should be adequate to pro-
vide financial and related operational information for all
interested partiesthe school board; the administration; the
public; auditors; local, State, and Federal authorities; and school
employees. The adequacy of the accounting systems depends
on whether both current and historical information is available
for decision-making purposes.

(b) The accounting system should be designed to demand
accuracy and a reasonable degree of internal control. If so
designed, it will automatically assist those who are performing
the daily work on the records as well as those who supervise
them.

(c) A school accounting system should be consistent with
generally accepted governmental accounting principles, and
consistent as between one period of time and another. Valid
comparisons of monthly or yearly operations in different time
periods can be made only if the items are treated in the same
way throughout. Changes and improvements in the account-
ing system may prove necessary, and these should be made at
logical times in the accounting period.
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(d) A school accounting system should be flexible. Change is
inevitable. New programs will develop; old programs will be
dropped. Provisions should be made for taking care of changes
with as little disruption as possible.
(e) School financial accounting systems should be uniform; to
permit maximum usefulness, they should allow for financial,
operational, or performance comparisons with other school dis-
tricts on local as well as State and national levels. Uniformity
will insure that the items being compared are similar items, and
standard terminology and definitions should be used. This is
one of the primary reasons for the cooperative development of
the handbook series published by the Office of Education of
the U.S. Department of Health, Education, and Welfare.
(f) A financial accounting system should be as simple as possible
and still fulfill the pertinent requirements. It is essential that
the system not become merely frustrating "busy" work. A
good accounting system will assist in improving the education
processes, riot hinder them.

(g) A school financial accounting system should provide ready
access to information about individual financial transactions as
well as summaries of information about groups of financial
transactions. Unless the recordkeeping system is organized as
indicated in the criteria above, it may be exceedingly difficult
to gain ready access to information about the current and
projected financial operations and status of the school district.

The principles of accounting apply to public school accounting, and
it is a mistake to believe that public school accounting is something
unique. There are, however, certain features of governmental and
public school accounting which have been developed for sound
reasons, but which have little or no counterpart in commercial
practice. The principles and procedures dealt with and the illustra-
tions used in this handbook are basic to any school financial ac-
counting system regardless of size and regardless of the recording
method used, whether manual, machine, or automatic data
processing.

It is pointed out in Handbook II, Financial Accounting for Local
and State School Systems, Standard Receipt and Expenditure .Accounts,1

Paul L. Reason and Alpheus L. White, Financial Accounting for Local and
State School Systems, Standard Receipt and Expenditure Accounts, Washington,
D.C.: U.S. Department of Health, Education, and Welfare, Office of Education,
State Educational Records and Reports Series: (Handbook II, Bulletin 1957,
No. 4) P. XVI, Introduction; U.S. Government Printing Office, 1957.
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that uniformity in accounting and standard terminology are the
foundation for accurate recording, reporting, and interpretation of
financial information. Basic items of financial information can be
used profitably for all purposes only when they have the same
meaning everywhere. Increasing the general foundation of knowl-
edge of school financial accounting principles and procedures will
bring about further improvement in many directions, for example:

(a) The initial recording of financial data

(b) The accounting for school funds

(c) The school budget

(d) The establishment of a sound basis for educational cost
accounting

(e) The accuracy of local, State, and national financial statistics

(f) The validity of comparisons of financial information among
communities and among States

(g) The compilation of suitable information needed by local
and State educational authorities in policy determination

(h) The accuracy of educational research

(i) The reliability of reporting to the public on the financial
position, progress, and future plans of education.



CHAPTER II

Definitions and Principles of Accounting

Accounting is based on a body of principles which are put into
action through procedures. Both the principles and the procedures
contain terminology which is peculiar to accounting. In some cases
the terms are peculiar to accounting; in other cases the terms as used
have a specialized meaning.

In this chapter you will be introduced to all threeprinciples,
procedures, and terminology of accounting. In later chapters you
will find the procedures illustrated.

The accounting equation

As with one's own personal finances, it is essential that what is
owned and what is owed be kept constantly in mind. Otherwise,

one would soon find himself unable to pay his bills and unable to
get further credit.

Financial accounting is based on the principle that what one owns
less what he owes equals his equity. In equation form the principle is
stated

OwnedOwed=Equity
Assets are things of value owned.
Liabilities are debts owed.

Equity is the mathematical difference between Assets and Liabili-
ties. Using this terminology, we may restate the equation:

Assets Liabilities= Equity

To illustrate, assume that a school district has cash in the bank of
$6,000 and owes $5,000. What is its equity? Since assets (what is
owned) less liabilities (what is owed) equals equity

AssetsLiabilities=Equity
$6,000$5,000.$1,000

Try another one: Assume that the school district has $200,000 in
bank, but it owes salaries to teachers in the amount of $175,000.



What is its equity? Since equity equals assets minus liabilities,
then

Equity=AssetsLiabilities
Equity=$200,000$175,000

or
Equity= $25,000

or
$25,000=$200,000$175,000

or
$25,000=$25,000

Assume, now, that we know the value of liabilities and equity.
Can we determine the value of assets? In the preceding example,
we state that Equity=AssetsLiabilities. Using the same amounts
for equity and liabilities we would have

Equity=AssetsLiabilities
$25,000= ? $175,000

or
What less $175,000 equals $25,000?

$200,000$175,000 equals $25,000
Or, stated a different way

Assets=Liabilities+Equity
$200,000=$175,000+$25,000

We have now stated the accounting equation three ways:

(1) AssetsLiabilities=Equity
$200,000$175,000.$25,000

(2) Equity=AssetsLiabilities
$25,000.$200,000$175,000

(3) Assets=Liabilities+Equity
$200,000=$175,009+$25,000

The accounting equation can be added to or subtracted from as long as
the same amount is added or subtracted on both sides of the equation.
It is important to remember that the equation must be in equality
or balanced, Assume that a school district has assets of $50,000,
liabilities of $22,000, and equity of $28,000

$50,000=$22,000+ 828,000
then:

$50,000=$50,000

Now if $10,000 is added to the asset side (the left side) of the
equation, it is necessary to add $10,000 to the liability+equity side
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(the right side) to balance the equation:
$50,000 +$10,000=$50,000 +$10,000

$60,000= $60,000

The same reaction is true when an equal amount is subtracted from
both sides of the equation:

$50,000 $5,000= $50,000 $5,000
$45,000 = $45,000

To relate these actions and reactions to the accounting equation
(1) An asset can be increased and another asset decreased an
equal amount. For example, a school district sells $5,000
of investments (asset) and receives cash (asset). The
investment asset has been decreased but cash has been
increased by the same amount. Hence, we still have the
same total current assets.

Assets = Liabilities +Equity
($50,000 $500) + $500= $22,000 + $28,000
$50,000= $50,000

(2) An asset can be increased, and, on the other side of the
equation, the liability would be increased an equal amount.
For example, $500 worth of mimeograph paper is received
in the storeroom (an asset is increased), but it hasn't yet
been paid for. The district now has an added $500 lia-
bility (it owes the paper salesman the $500), and the
accounting equation looks like this :

Assets= Liabilities +Equity
Assets+ paper= (liabilities + paper liability) +Equity
$50,000+$500= ($22,000 + $500) +$28,000
$50,500 = $50,500

This shows the action of paper being acquired and the
reaction of the new liability being created to keep the
equation in balance.

(3) The third way to balance the equation is to increase the
equity in an amount equal to the asset increase. For example,
the school district receives $500 from another school district
as a tuition payment.

Assets+Cash=Liabilities+(Equity+addition to Equity)
$50,000 + $500 = $22,000+ ($28,000 + $500)

(4) The fourth possibility is to increase one liability while
decreasing another. For example, the school district issues
a 90-day note to the paper salesman (in example 2) to



satisfy the account payable.

Assets=tiabilities+Equity
Assets=---- (Liabilitypaper liability+ note payable)-}- Equity
$50,500= ($22,500$500+$500) +$28,000
$50,500= $22,500 + $28,000
$50,500= $50,500

It is possible, in fact often necessary, to apply a combination of1, 2, 3, or 4 above, to balance the equation (that is, to record thereaction to an action).
For example, assume that the district buys $500 worth of mimeo-graph paper, pays for half and charges the other half. The account-ing equation should then look like this:

Assets= Liabilities+ Equity
(Cashpartial payment) +paper= (Liabs. +additional liab. + equity)($50,500 $250) + $500= ($22,500+$250) + $28,000
$50,750= $50,750

Assets, liabilities, and equity defined

It is necessary now to explain more fully the terms Asset, Liability,and Equity.

Assets

In the language of accounting, assets are things of value which aschool district 0111718 or controls.

Assets are classified as either current or fixed.
A current asset is cash or anything that can be readily
converted into cash.

The following items are examples of current assets:
1. Cash;
2. U.S. Treasury notes or bonds held by the school district;
3. Supplies in a stockroom;
4. A check awaiting deposit in a bank;
5. A certificate of deposit from a bank (which is a writtenstatement of a bank that a school district has money ondeposit earning interest);
6. Accounts receivable such as money due the district from
the State but not yet paid, property taxes due, tuition due.

A fixed asset is an item of value owned by the school district whichis not likely to be sold for cash. The following items are examplesof fixed assets:

9245 -882 0-67-2



1. Land;
2. Buildings;
3. Equipment.

Liabilities

In the language of accounting, liabilities are any debts the school
district owes.

Liabilities are classified as either current or long-term.
A current liability is any debt which the school district expects to

pay within a short period of time, usually a year or less. The
following items are examples of current liabilities:

1. An invoice for textbooks purchased;
2. A bill payable to a vendor for food delivered to the
cafeterias;
3. Two months' salary earned by a teacher where payment
has been deferred until the summer;
4. Income tax withholdings from salaries of employees not
yet paid to the Government;
5. A short-term note held by a bank for money borrowed
by the school district.

A long-term liability is one which the school district is not likely to
pay within a year. The most common and usually the only long-
term liabilities of a school district are bonds issued for school con-
struction, or site and large equipment purchases. A bond is a
written promise to pay a definite sum of money at a fixed time in the
future. Construction Fund and Fixed Assets accounting are
discussed in chapters XI and XII, respectively. Only current assets
and current liabilities will be considered in this and the next several
chapters.

Equity or fund balance

It was mentioned earlier in this chapter that the mathematical
excess of assets over liabilities is Equity. Actually, the term Equity is
not normally used in school financial accounting. Instead the excess
of Assets over Liabilities is generally called Fund Balance. Other terms
for Fund Balance are in limited use but are not recommended.
Hereafter, the term Fund Balance will be used instead of Equity.

With this fuller explanation of Current Assets, Current Liabilities,
and Fund Balance, the accounting equation may be written as:

Assets=-Liabilities+Fund Balance

Using r.,, sample school district, the reader may calculate its Fund
Balance.
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At the beginning of the fiscal year, in July, there is an amount of$10,000 in the bank, the district has not received $25,000 due fromthe State (which is called an Account Receivable), and there is anamount of $15,000 temporarily invested in U.S. Treasury Notes.The district's Current Assets are then:
Cash in Bank

$10, 000
State Appropriations Receivable 25, 000
Investments, U.S. Treasury Notes 15, 000

Total Current Assets
$50, 000At the same time, the school district owes $14,000 to the U.S.Treasury for income tax deductions withheld from the employeespayroll in June, it owes the Hospitalization Insurance Company$3,000 for hospitalization insurance premiums deducted from theemployees payroll in June, and it owes $5,000 to vendors for varioussupplies and materials.

Therefore, the liabilities are:
Federal Income Tax Withheld, Payable $14, 000
Insurance Premiums Withheld ,Payable 3, 000
Accounts Payable To Vendors 5, 000

Total Liabilities
$22, 000Using thas information in the accounting equation:

Assets.-----Liabilities+Fund Balance
$50,000= $22,000 +Fund Balance

or
Fund Balance $50,000 $22 ,000 $28 ,000

Accounts

When a school district buys supplies, or pays teachers, or receivestaxes, or conducts other business affecting the financial condition ofthe school district, it is transacting business. Such' business dealsare called transactions.
All transactions are recorded in a journal, and are posted from it toaccounts. The journal is discussed on page 20.
An account looks like a "T." The left side of an account is calledthe debit side; the right side is called the credit side.

Debit side
(left side)

Credit side
(right side)

To accounts are posted not only the amounts of a transaction butalso the date, a brief description, and the journal page number (ref.)on which the transaction was recorded. With these additions, anaccount looks like this-
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Use of accounts

An account is established for each asset, for each liability, and for
each fund balance account. To explain the relationship of debits and
credits to assets, liabilities, and fund balance
Assets

The value of an asset is recorded in the left (or debit) side of the account.
Increases in the amount of an asset also are recorded in the left (or

debit) side of the account.
Decreases in the amount of an asset are recorded in the right (or credit)

side of the account.

Liabilities
The amount of a liability and increases in the liability are recorded in

the right (or credit) side of the account.
Decreases in the amount of liability are recorded in the left (or debit)

side of the account.

Fund balance
The Fund Balance and increases in it are recorded in the right (or

credit) side of the fund balance account.
Decreases in Fund Balance are recorded in the left (or debit) side of

the account.
Following is a list of 10 transactions. Take a separate sheet of

paper, list the numbers from 1 to 10 and indicate which accounts
(asset, liability, fund balance) are to be debited and which are to be
credited. When you have completed your list check the answers
against those shown below.

1. Taxes are collected.
2. Teachers salaries are paid,
3. Investments are sold.
4. Money owed to the XYZ Company is paid.
5. Money is borrowed from the bank.
6. A telephone bill is paid.
7. Investments are purchased.
8. State-aid funds are received.
9. A 90-day note is issued to the FGH Company for the

account payable owed it.
10. Custodians salaries are paid.

REMEMBER
Assets = Liabilities Fund Balance

Debit Credit Debit Credit Debit Credit
Increase Decrease .Decrease Increase Decrease Increase
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Again-
A debitincreases an asset

decreases ei liability

decreases Fund balance

A creditdecreases an asset
increases a liability
increases fund balance

Your answers should be-
1. Debit Assets (Cash); credit Fund Balance.
2. Debit Fund Balance; credit Assets (Cash).
3. Debit Assets (Cash); credit Assets (Investments).
4. Debit Liabilities (Accounts Payable); credit Assets

(Cash).
5. Debit Assets (Cash) ; credit Liabilities (Notes Payable).
6. Debit Fund Balance; credit Assets (Cash).
7. Debit Assets (Investments); credit Assets (Cash).
8. Debit Assets (Cash); credit Fund Balance.
9. Debit Liabilities (Accounts Payable) ; credit Liabilities

(Notes Payable).
10. Debit Fund Balance; credit Assets (Cash).

To illustrate further the use of debit and credit, some examples are
presented :

(1) The school district receives $50,000 in taxes:
Action: Cash is increased, =Reaction: This increases the Fund

so debit Cash. Balance in the accounting
equation, so credit Fund
Balance.

Cash Account Fund Balance Account

(Debit)
$50,000

(Credit) (Debit) (Credit)
$50,000

Note the action and the balancing reaction:
(2) The district buys $500 worth of mimeograph paper
for cash and puts it in the storeroom.

Action: The asset Supplies =Reaction: The asset Cash is de-
is increased, so creased because the paper
debit Supplies. was paid for, therefore,

credit Cash.
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Supply Account Cash Account

(Debit)
$500

(Credit) (Debit) (Credit)
$500

Note the action and the balancing reaction.
(3) Instead of paying cash for the paper, the district buys it on
credit. In other words, the district "charges" the paper
just as many people do when they buy an article in a depart-
ment store. Assume that $500 worth of paper has been
bought. Note here that the word "credit" does not mean
the side of the account, but rather refers to the generally
accepted commercial use of the term of trusting a person to
pay later for something he takes home from a vendor now.

Action: The asset Supplies =Reaction: A liability is increased,
is increased, so so credit Accounts Pay-
debit Supplies. able To Vendors.

Accounts Payable To Ven-
Supply Account dors (A Liability Account)

(Debit)
$500

(Credit) (Debit) (Credit)
$500

Note the action and the balancing reaction.

(4) Assume now that the school district pays the vendor
for the $500 worth of paper which we "charged":

Action: The asset Cash is decreased, =Reaction: The liability is de-
so credit Cash. creased, so debit

Accounts Payable
To Vendors.

Accounts Payable To
Cash Account Vendor

(Debit) (Credit)
$500

(Debit)
$500

(Credit)

Note the action and the balancing reaction.

In the preceding and above examples, there is a fact which may
now be clear. It is:

(1) In each transaction, the amount of the debit equals
the amount of the credit.
(2) In other words, there is an action and a self-balancing
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reaction. This self-balancing feature is called double-entry
bookkeeping and is one of the principles of good accounting.

The following is a series of simplified transactions which might
take place in a typical school district. After reading and analyzing
them, take a look at the next section which explains the correct
handling of the transactions. As the reader reads these transactions,
he should think about which accounts he would debit and credit.

(1) A check in the amount of $8,000 is received from the
State department of education.

(2) The State department of education notifies the school

district that the State owes the district $142,000.

(3) Textbooks and supplies in the amount of $3,500 are
purchased on credit by the school district from the ABC
Company.
(4) Taxes are collected for the school district this month
and the district receives a check from the tax collector for
$175,000.

(5) The teachers and other employees are paid $44,000 in
salaries.

(6) The school district buys $80,000 worth of U.S. Treasury
bills for a temporary investment.

(7) The school district pays $3,000 to the Hospitalization
Insurance Company as premiums deducted from the
employees' payroll.

Starting with the amounts already in the accounts (see p. 11),

review the transactions and see what should have been done with

each one:
(1) A check in the amount of $8,000 is received from the State
department of education.
Debit Cash, $8,000; Credit Cash in Bank (Asset)

State Appropriations
Receivable, $8,000, be-
cause the Cash increased
and the asset Accounts
Receivable decreased.
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(1)8, 000

State Appropriations
Receivable (Asset)

(the beginning amount) $25, 000
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(2) The State department of education notifies the school district
that the State owes the district $142,000.
Debit State Appropriations

Receivable, $142,000;
Credit Fund Balance,
$142,000, because the
asset State Appropria-
tions Receivable in-
creased and increased
the equity, the Fund
Balance.

(the beginning amount)

State Appropriations
Receivable (Asset)

$25, 000

(2)142, 000

Fund Balance

$8, 000

$28,
(2)142,

000
000

(3) Textbooks and supplies in the amount of $3,500 are purchased on
credit by the school district from the ABC Company.

Debit Supplies, $3,500;
Credit Accounts Payable
to Vendors, $3,500,
because an asset increased
and a liability increased.

(no beginning amount)
Supplies (Asset)

(3)$3, 500

Accounts Payable
To Vendors (Liability)

(the beginning amount) $5, 000
(3)3, 500

(4) Taxes are collected for the school district this month and the
district receives a check from the tax collector for $175,000.

Debit Cash, $175,000; Cash in Bank (Asset
Credit Fund Balance, $10, 000
$175,000, because an
asset increased and
increased the equity, the

8,
(4)175,

000
000

Fund Balance.

(5) The teachers and other employees

Debit Fund Balance
$44,000, because the
equity, Fund Balance, has
been reduced. Credit
Cash, $44,000, to reduce
the asset.

Fund Balance
$28, 000
142, 000

(4)175, 000

are paid $44,000 in salaries.

Fund Balance

(5)$44, 000

$28, 000
142, 000
175, 000
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Cash in Bank (Asset)
$10, 000

8, 000
175, 000

(5)$44, 000

(6) The school district buys $80,000 worth of U.S. Treasury bills
for temporary investment.

Debit Investments, Investments (Asset)
$80,000; Credit Cash,
$80,000, because the
asset, Investments, has
increased and the asset,
Cash, has decreased.

(the beginning amount) $15, 000
(6)80, 000

(0 The school district pays $3,000 to
Company as premiums deducted from

Debit Insurance Premiums
Withheld, $3,000; Credit
Cash, $3,000, because the
liability, the accounts
payable to the Hospitali- (the beginning
zation Insurance Co., has amount)
decreased, and the asset,
Cash, has decreased.

Cash (Asset)
$10, 000

8, 000
175, 000

$44, 000
(6)80, 000

the Hospitalization Insurance
the employees' payroll.

Insurance Premiums
Withheld, Payable

(Liability)

$3, 000
(7)$3, 000

Cash in Bank (Asset)
$10, 000

8, 000
175, 000

$44, 000
80, 000

(7)3, 000

Obtaining the account balances:

After all transactions have been posted, the accuracy of the post-
ings should be checked. To do this, the balance in each account must
be determined. The account balance is the difference between the
entries on the debit side (left side) and the credit side (right side) of
an account. If all the entries are on one side, the total of those en-
tries is the account balance. If an account has only one entry, this
single amount is the account balance. For example, the account,
balance of the Investments Account is $95,000. It is a debit balance
because it is on the debit side of the account.
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Using the Cash Account as an illustration, the small figures directly
under the last entry posted (7) is the total for the entries:

Cash

(Debit) (Credit)
$10, 000 $44, 000

8, 000 80, 000
175, 000 (7)3, 000

193,000 127,000

11 11

Pencil Footings

These small figures, written in pencil so that they may be erased
are called pencil footings. They are written in small figures so that
they will not be mistaken for an entry in the account and to avoid
wasting a full line in a normal bookkeeping ledger. The difference
is obtained by subtracting, and the balance is also written in small
pencil figures in the Explanation column as shown in the full illus- ,

tration below of our Cash account. Since there is a debit balance,
the balance figure is written on the debit side of the account. If
there is a credit balance, it is written on the credit side.

CASH Account No. 1

DATE EXPLANATION POST
REF.

DEBIT
AMOUNT DATE EXPLANATION

POST

REF.
CREDIT

AMOUNT

July 1 Piteviows balance 1 10 000 -- 142 Paoate 1 44 000 --
July 6 State AppiEop. 1 8 000 -- 147 Ptecauity outs 1 80 000 --
July 7 Taxe4 Aece-ived 1 175,000 -- 1149 Hop. Ina. Co. 1 3,000 --

66, 000

Account
balance

/93, 000 /27, 000

Normally the kind of account will indicate its balance. Asset
accounts have debit balances. Liability accounts have credit
balances. Fund balance accounts have credit balances.

The accounts for the seven previous transactions have the fol-
lowing balances:
Cash in bank $66, 000 debit balance.
Investments 95, 000 debit balance.
State Appropriations Receivable 159, 000 debit balance.
Supplies 3, 500 debit balance.
Accounts Payable to Vendors 8, 500 credit balance.
Federal Income Tax Withheld, Payable 14, 000 credit balance (from

our first example).
Accounts Payable, Hosp. Ins. Co 0 No balance.
Fund Balance 301, 000 credit balance.
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The trial balance

If posting to the accounts has been accurate, the total of all the
debit balances should equal the total of the credit balances. This is
true because for every debit entry there has been a credit entry or entries
of an equal amount.

The next step is to prepare a trial balance, which would look like
this:

XYZ SCHOOL DISTRICT
TRIAL BALANCE, JULY 31,1964

Account titZeo Debit Chedit

Cabh in Bank 66 000 --

Tnveatmento 95 000 --

State Apphophiationa Receivable 159 000 --

Supptieh 3 500 --
Fedettal income tax withheld, payable 14 000 --

Accounta payable to vendetta 8 500 --

In4mance phenu:Luns withheld, payable 0 --

Fund balance 301 000 --

323 500 -- 323 500 --

The reader will note that the debits and the credits are equal in
the trial balance. A trial balance is necessary because errors can
creep into the work. For example, errors may occur while posting
transactions to the ledger accounts. Numbers can be transposed
such as the accidental posting of a debit as $48 and the related credit
as $84. For further information on finding errors see chapter 5,
page 110.

The journal

As transactions occur they are recorded first in a journal. The
recording is called a journal entry and contains a summary of the
transactionthe date on which the transaction took place, accounts
affected, how they are affected (whether debited or credited), the
amounts to be debited or credited, and a brief description of the
transaction.

Assume that at the beginning of the fiscal year (July 1) a school
district has cash of $10,000, liabilities of $500, and a fund balance
of $9,500. On September 1, it pays the creditor the full amount
owed him. What should be recorded in the journal entry?

Date of the transactionSeptember 1, 19_.
Accounts affectedCash (Asset)to be decreased (a credit)

Account Payable (Liability) to be
decreased (a debit)

Amount to be debited $500. 00

Amount to be credited__ _ _ 500. 00
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Brier. description of entryto record payment in full to
RST Company.

The actual entry in journal form is shown below. Note that the
account to be debited is listed first and the account to be credited
is indentedthis is an accepted practice. The form used is the
standard form for the General Journal.

GENERAL JOURNAL

DATE ACCOUNT TITLE AND EXPLANATION POST DEBIT

AMOUNT
CREDIT
AMOUNT

19xx

Sept. 1_,Account Pa. 60 500 0,
CaAh 10 $00_00

To 4ecohd papent 411 (u.0 to PET

Compano

After the transaction has been entered in the journal it is trans-
ferred to the proper accounts. The column, above, "POST REF."
is used to record the account numbers of the accounts to which the
debit and credit entries have been transferred.

On the following page the journal entry above is posted to the
proper accounts. For the purpose of this illustration, we have
assumed that at the end of the preceding year there was a cash
balance of $1,000 and that $500 was owed the RST Company.

10. CASH

DATE EXPLANATION REF
DEBIT

AMOUNT DATE EXPLANATION REF ,
CREDIT

AMOUNT

19xx 19xx
-

Jut 1 Bat cavtied 4tod
,

1 000 00 Sept 1 a/Pay. RST Co. J-1 500 00

60. ACCOUNTS PAYABLE

DATE I EXPLANATION I REF
DEBIT

AMOUNT DATE EXPLANATION I REF II
CREDIT

AMOUNT

19xx 19xx

Sept 1 A/Pay-RST Co. J-1 500 00 Jut 1 Bat. but 6wd. 500 00

The general ledger

All the asset, liability, and fund balance accounts, together, make up
what is called the General Ledger.
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Revenue and expenditures

If a school district receives tax monies of $1,000 it increases assets
(Cash) by $1,000; no other asset is decreased; no liability is increased;
therefore, the fund balance (the excess of assets over liabilities) is

increased by $1,000.
If a school district pays rent of $2,000, it decreases assets (Cash)

by $2,000; no other asset is increased; no liability is decreased;
therefore, the fund balance is decreased by $2,000.

Increases in assets or decreases in liabilities which result in an
increase in fund balance are called revenue. Examples of revenue

are : receipts from taxes, tuition, State aid, and Federal aid.
Decreases in assets or increases in liabilities which result in a decrease

in fund balance are called expenditures. Examples of expenditures
are: salaries, supplies, contracted services, utility costs, and the like.

Definition of revenue

Revenues are defined by the National Committee on Governmental
Accounting as "additions to assets which do not increase any liability
nor represent the recovery of an expenditure, and the cancellation of
liabilities without a corresponding increase in other liabilities or a
decrease in assets." Again, stated in simpler terms, revenues are
increases in assets or decreases in liabilities which increase the

amount of the fund balance.
As an example, take the previous equaidon:

Current Assets.Current Liabilities +Fund Balance
$50, 000.$22, 000 +$28, 000

Now assume that the school district is to receive revenue in the
form of property taxes of $20,000. The effect of this revenue on
the accounting equation is:

Current Assets= Current Liabilities+ Fund Balance+ Revenue
$50, 000= $22, 000 + $28, 000

+20, 000= +$20, 000

$70, 000= $22, 000 +$28, 000 +820, 000

Note here that the equation is in balance because for every action

there is a reaction.
The action of revenue increasing is balanced by the reaction of the

asset increasing by the same amount.

Definition of expenditures

Expenditures are defined by the National Committee on Govern-
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mental Accounting as "charges incurred, whether paid or unpaid,
including expenses, provision for retirement of debt . . ., and
capital outlays." Again, stated in simpler terms, expenditures are
decreases in assets or increases in liabilities which decrease the
amount of the fund balance.

To illustrate, assume that a payroll of $3,000 is paid. The assets
are decreased by $3,000 when cash is paid and the expenses are
increased by $3,000. The effect of this expense on the accounting
equation is:

Current Assets= Current Liabilities +Fund Balance+ RevenueExpenses
$50, 000= $22, 000 + $28, 000

20, 000= +$20, 0003, 000= $3, 000

$67, 000= $22, 000 + $28, 000 + $20, 000$3, 000

$67, 000= $70, 000 $3, 000
$67, 000=$67, 000

Note again that the equation is in balance.
The reader should be particularly aware at this point that the

status of a school district's accounts will be constantly changing.
As revenue is received, and as expenses are incurred or paid, they

affect the available fund balance.

Funds

Heretofore we have used the term "Fund Balance" without
defining "Fund."

To the nonaccountant the word "funds" suggests money or
monies; accountants also use the term with that meaning. There
is, however, another meaning of "funds." Up to this point we have
dealt with Assets, Liabilities, and Fund Balance as though they
were part of one group of accounts or one ledger. Actually, a
school district may, in effect, run several businesses, each with its
own assets, liabilities, and fund balance. For example, the primary
business of the school district is to operate schools for the education
of children. It also may operate cafeterias to feed schoolchildren.
Or, it may construct buildings in which to educate children.

The assets, liabilities, and fund balance of each of a school district's
"businesses" constitute a "Fund." Stated another way, a fund is
an independent accounting entity with its own assets, liabilities, and
fund balance. Thus a school district may have a General (or
Operating) Fund, a Cafeteria Fund, a Construction Fund, and
possibly others (depending on its need for "Funds").

The general fund

In the next several chapters we will be dealing with the General
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Fund. The General Fund is used to finance the ordinary operations
of the school district. In the accounting records of the General
Fund are recorded taxes collected, State and Federal aid, tuition
and other receipts relating to the operation of schools, and such
payments as teachers' salaries, supplies used in the classroom, and
utility costs.

Summary

(1) What a school district owns are called Assets.

(2) What a school district owes are called Liabilities.

(3) The excess of Assets Over Liabilities is called Fund Balance.

(4) Debits are entries to the left side of an account or accounts.

(5) Credits are entries to the right side of an account or accounts.

(6) Assets have debit balances; therefore- -

Debits Increase Assets
Credits Decrease Assets

(7) Liabilities and Fund Balances have credit balances; theref ore
Debits Decrease Liabilities and Fund Balances
Credits Increase Liabilities and Fund Balances

(8) Increases in assets or decreases in liabilities which result in an
increase in fund balance are called Revenue.

(9) Decreases in assets or increases in liabilities which result in a
decrease in fund balance are called Expenditures.

(10) Transactions are recorded in a Journal.

(11) From the journal, transactions are posted to Accounts.

(12) A group of accounts is called a Ledger.

(13) A Trial Balance is a listing of account titles and account balances
for the purpose of determining whether accounts are in balance
whether the total of all debit account balances equals the total of all
credit account balances.

(14) A Fund is a group of resources and related accounts which
pertain to a specific activity of the school district.

(15) Through the use of the accounting equation, transactions are
summarized and recorded in balanced journal entries and from the
journal are posted to the proper accounts.
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CHAPTER III

Opening the General Ledger

Recording assets, liabilities, and fund balance

A sample set of financial books is presented in this chapter. The
normal entries or postings to the various accounts for one month's
transactions are also illustrated,

If the books have not been opened, the person responsible for
maintaining the financial records should progress through a series of
steps in opening them. Then lie may begin to post the transactions
as they occur. In summary, these steps are to:

(1) Determine the accounts needed.
(2) Establish a chart of accounts.

(3) Determine asset, liability, and fund balance values.
These amounts can usually be obtained from the superin-
tendent's office.

(4) Record the beginning asset, liability, and fund balance
values in the General Journal; this is called the Opening
General Journal Entry, and is the next step in opening the
General Ledger.

(5) Post the opening entry from the General Journal to the
General Ledger.

To review:

The Journal is the book in which transactions are first recorded;
entries are made in the journal, listing the accounts affected and
showing in the separate columns the amounts to be posted later to
the accounts of the General Ledger as debits or credits.

A Ledger is a group of accounts. The General Ledger contains
the basic group of accounts.

A Chart of Accounts is a listing of all accounts used in an individual
accounting system. Each account is assigned a number, and is
arranged in the ledger with similar accounts such as assets and
liabilities.
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1

Below, a simple chart of General Ledger accounts is illustrated
for the sample school district. We start with this chart of accounts
so that the financial records can show what the district has and
what it owes. As indicated in chapter II, fixed assets and long-term
liabilities are not accounted for in the General Fund but are part of
General Fixed Assets (chapter XII) and Debt Service (chapter X)
therefore, they are not provided for in the chart of accounts.

The number of accounts has been kept small to illustrate principles
and procedures, but the reader can understand that additional or
different accounts may be necessary, depending on the State's laws
and the needs of the particular school district. Brief explanations
on the use of the accounts and, in some cases, comments on the
significance of the debit and credit balance of such accounts are
included. Remember, assets are what the district owns, liabilities
are what the district owes, and fund balance is the difference between
the two.

CURRENT ASSETS (what the district Account Normal
owns) : No. Balance

Cash 1501 Debit.
Petty Cash 1510 Debit.
Prepaid Expenses 1530 Debit.
Accounts Receivable 1540 Debit.
Investments 1550 Debit.

CURRENT LIABILITIES (what the
district owes) :

Salaries Payable 1605 Credit.
Accounts Payable:

To Vendors 1610 Credit.
For Payroll Deductions 1620 Credit.

EQUITY (the difference between what
the district owns and owes) :

Fund Balance
Reserve for Encumbrance (Summary) _

ESTIMATED REVENUE (SUM-
MARY)

REVENUE (SUMMARY)
APPROPRIATIONS (SUMMARY)
EXPENDITURE (SUMMARY)
ENCUMBRANCES (SUMMARY)

This chart is for illustrative purposes only.
State laws may require many more or different
26

2010 Credit.
2011 Credit.

2020
2030
2040
2050
2060

Debit.
Credit.
Credit.
Debit.
Debit.

Various needs and
accounts.



Use of account numbers

Account numbers have a definite use. As purchase orders and
invoices are received, the account to which they are to be posted
must be indicated on them. To avoid writing on each of them the
long account title to which they will be posted (through a journal
entry) the employee should use an account number. After post-
ing from the journal to the ledger, he enters the account number, in
the "Reference" column.

These accounts fall in two broad categoriesProprietary Accounts
and Budgetary Accounts. Proprietary Accounts are those accounts
which reflect assets, liabilities, fund balance, revenues, and expendi-
tures. Budgetary Accounts are those accounts which, reflect budget
operation and condition, for example, estimated revenue, appropria-
tions, and encumbrances.

The last five accounts listed, 2020, 2030, 2040, 2050, and 2060 are
summary or control accounts. This simply means that their bal-
ances represent the summary of the balances of a breakdown of
accounts in a separate or subsidiary ledger. For example, revenue
which is received from the Federal Government, the State, and the
local government is all posted in total to the Revenue summary
account. However, it is also necessary to keep a record of revenue
from each individual sourceFederal, State, and local. Therefor©, a
subsidiary ledger is maintained which contains an account for each
source of revenue in order to provide the detailed record needed; it
is called the Revenue Subsidiary Ledger. At all times the amount in
the General Ledger Revenue account should be the same as the
total of amounts in the Revenue Subsidiary Ledger. When posting
an item or items for which there is a summary account, one should
post the total to the summary account and then post the individual
amount(s) to the proper accounts in the subsidiary ledger.

The Revenue summary account is used as a sample; however, the
same principle applies to any summary account. Any subsidiary
ledger should, like the Revenue Subsidiary Ledger above, be sum-
marized in a single account in the General Ledger. This is illus-
trated below using "T" accounts.

Transactions

Revenue received: In each transaction, cash is debited and
Revenue summary is credited; the detail is posted to individual sub-
sidiary revenue ledger accounts as shown below.

1. Federal Sources $20, 000
2. State Sources 30, 000
3. Local Sources 80, 000
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General Ledger

Revenue (Summary) Cash

(1)$20, 000 (1)$20, 000
(2) 30, 000 (2) 30, 000
(3) 80, 000 (3) 80, 000

Revenue from
Local Sources

(3) $80, 000

Revenue Subsidiary Ledger

Revenue from
State Sources

(2)$30, 000

Revenue from
Federal Sources

(1)$20, 000

Definitions of terms in chart of accounts

CURRENT ASSETS (A debit entry increases an asset account; a
credit entry decreases an asset account)

1501 Cash

Cash includes all bank deposits, currency, checks, postal or express
money orders, and banker's drafts on hand or on deposit with an
official or agent designated as custodian of cash for the school
district.

1510 Petty Cash
A sum of money, either in the form of currency or a special bank

deposit, set aside for the purpose of making change or immediate
payments of comparatively small amounts.

1530 Prepaid Expenses
Prepaid expenses are those portions of insurance premiums, rent,

and other expense paid during a given fiscal year for services not yet
received, that is, for benefits extending to the end of the year or even
to succeeding years. For example, if a school district purchases a
three-year fire insurance policy on all of its buildings, it has paid its
insurance for the current year and prepaid insurance for two additional
years. That portion of the premium relating to the current year
should be charged to expenditures; and the balance relating to sub-
sequent years should be carried as Prepaid Expenses (an asset).
Prepaid expenses of subsequent years should be charged to expendi-
tures promptly at the beginning of each year.

1540 Accounts Receivable
In this account are recorded the amounts collectible by the school

district from individuals, firms, governmental units and others.

1550 Investments

Investments are defined as any securities or other property in
which money is put to earn interest either temporarily or per-
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manently. The investments most commonly used by school dis-
tricts are United States Treasury bills or bonds.
CURRENT LIABILITIES (A credit entry increases a liability account; a

debit entry decreases a liability account)
1605 Salaries Payable

Salaries payable are salaries earned but not paid.
1610 Accounts Payable to Vendors

Unpaid balances or invoices against a school district which are
due and owing to individuals, firms, or others, excluding deductions
payable such as Federal income tax, social security taxes, and retire-
ment contributions, all of which are withheld from the employee's
payroll.

1620 Accounts Payable For Payroll Deductions
In this account is recorded any payroll deduction which is pay-

able to various governmental units or which is for items withheld
from employee's payroll such as income taxes, social security, and
retirement.

EQUITY (A credit entry increases an equity or fund balance account; a
a debit entry decreases an equity or fund balance account)

2010 Fund Balance

That portion of a given fund which is not segregated for specific
purposes and which represents the difference between current assets
and current liabilities.

2011 Reserve For Encumbrances

This is a summary reserve account in the General Ledger represent-
ing a segregation of fund balance to provide for unliquidated
encumbrances.

REVENUE AND EXPENDITURE SUMMARY ACCOUNTS

2020 Estimated Revenue Summary
(A debit entry increases an Estimated Revenue Summary account; a credit

entry decreases an Estimated Revenue Summary account)

This is the General Ledger summary account representing the
summary of all revenue estimated to accrue during the current
fiscal year.

2030 Revenue Summary

(A credit entry increases a Revenue Summary account and a debit entry
decreases a Revenue Summary account)

This is the General Ledger summary account representing the
summary of all revenue received, that is, additions to assets which do
not increase any liability nor represent the recovery of an expenditure,
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and the cancellation of liabilities without a corresponding increase
in other liabilities or a decrease in assets.

2040 Appropriations Summary

(A credit entry increases an Appropriations Summary account and a debit
entry decreases an Appropriations Summary account)

This is the General Ledger summary account reflecting the total
authorization granted by the board to make expenditures and to incur
obligations for specific amounts and purposes during the current
fiscal period.

2050 Expenditure Summary

(A debit entry increases an Expenditure Summary account and a credit entry
decreases an Expenditure Summary account)

This is the General Ledger summary account representing the
summary of all expenditures, that is, charges incurred, whether paid
or unpaid, for operation, maintenance, interest, debt retirement,
capital outlay, and other charges which are presumed to benefit
the current fiscal period.

2060 Encumbrances

(A debit entry increases an Encumbrance Summary account and a credit entry
decreases an Encumbrance Summary account)

This is the General Ledger summary account representing the
summary of all encumbrances, that is, commitments in the form
of purchase orders, contracts, or salary contracts which are charge-
able to an appropriation and for which a part of the appropriation is
reserved.

Opening The Books OF Account

In the presentation of the sample school district financial records,
it is assumed that the General Ledger has not been opened for this
current school year. The opening of the General Ledger is necessary
to record in the books the amounts of the assets that the district
owns, what the district owes, and as stated before, the difference
between what it owns and owes, the fund balance. Once these
amounts have been entered in the records, recording of the routine
transactions of the school district may be startedfor example,
buying supplies, materials, and textbooks; paying salaries to teachers
and other employees; and reporting these activities to the proper
authorities. Since a minimum chart of accounts has now been estab-
lished, all accounts with balances (entries) should be listed before
making the opening General Journal entry.

At the beginning of the fiscal year, in July, the current assets for
our hypothetical school district are:
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Current Assets:

Cash
$69, 445. 55Investments
24, 847. 20Petty Cash

400. 00Prepaid Expenses 3, 000. 00Accounts Receivable

Total Current Assets

3, 652. 15

$101, 344. 90
The current liabilities (what the district owes) for our school dis-trict are:

Current Liabilities:

Salaries Payable
$56, 900. 00Accounts Payable:

To Vendors
For Payroll Deductions

Total Current Liabilities

3,
6,

673.
361.

25
50

$66, 934. 75

The total current liabilities are subtracted from
assets and the difference is called the fund balance,

the total current
for example:

Total Current Assets (what it owns) $101, 344. 90Less: Total Current Liabilities (what is owed) 66, 934. 75

Fund Balance
$34, 410. 15

The amount of salaries payable, $56,900, as defined on page 29, isfor salaries earned by teachers during fiscal year 1966. Most of theteachers in a school district work only during the academic yearSeptember to June. A common arrangement is to spread theirsalary over 12 months to provide a continuity of paychecks. How-ever, since only 10 months have elapsed by the end of the academicyear, it is necessary to pay these teachers for two more months.Therefore, at the end of the fiscal year, the remaining two months'salary for such employees is charged to expenditures and. SalariesPayable is established.

Preparing the opening general journal entry
The information on current assets and current liabilities may nowbe used to prepare an opening journal entry. An entry is therecording of a transaction in a journal. The making of the debit andcredit parts of an entry is called journalizing and is done in chrono-logical order. The definition of General Journal (p. 20) indicatesthat the amounts listed in the journal columns will later be posted tothe accounts of the General Ledger. At this point it may not beclear why the ledger isn't posted directly from the list of assets andliabilities. The General Journal serves as a permanent record of the
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complete transaction, for both the debit and the credit parts. Again,
the journal entry is a balanced summary of the transaction and is the
only complete record of the transaction.

The opening General Journal entry follows:

GENERAL JOURNAL
Page 1

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF.

DEBIT
AMOUNT

CREDIT
AMOUNT

Mil 1 Ca Att 1501 49 445 55

.Petty Ca6h

Pnepcad Exnense

1510

1530

1540

400

3.000

3,652

po

po

15Account6 Receivable

Investments 1550 24,847,20

Salwae6 Padable 1605 56 900 00

Account4 Payable to Vendoh6 1610 3,673 25

Payholl Deductions Payable 1620

2010

6 361

34,410

50

15Fund Batance

To ftecond cunnent (16404, cument

ltabilit.i.e4, and i(und balance a6

OA July 1, 1966.

Several things in the General Journal entry, above, should be
noted:

First, the date is shown in the Date column.
Second, note the position of the entry on the form. The

Debit accounts and amounts are placed on the left and the Credit
accounts and amounts on the right. This is a standard practice.

Third, all of the accounts affected are included in the entry.
Fourth, the total of the Debit amounts equals the total of the

Credit amounts. This should be true of any journal entry. As is
pointed out in the previous chapter, in every transaction, there is
an action and an equal reaction.

Fifth, a brief description of the transaction or purpose
of the entry is given.

Finally, please understand that if you were to begin work
for .a school district at some time other than the beginning of
the fiscal year these entries should already have been made in
the financial records. However, you should prepare a trial
balance (a list of the debit balances and the credit balances) to
make certain the accounts are in balance.

Posting the general ledger
General Journal entries are posted to General Ledger accounts.

The amount shown for an account in the journal entry is posted to
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I

that account in the General Ledger, as a debit if the amount appears
in the debit column or as a credit if the amount appears in the credit
column.

The first account listed in the entry is Cash. The posting would be
as follows:

Account

GENERAL LEDGER

Ccah Account # 1501

Page

DATE EXPLANATION
POST
REF.

DEBIT
AMOUNT

DATE EXPLANATION
POST
REF.

CREDIT
AMOUNT

1 966
104 1 Beginning Bat/incl. J1 69,445 55

Note that the entry is posted in the Debit column. As each entry is
posted to the proper ledger account, the date of the entry is recorded
in the "Date" column, the source of the entry is recorded in the
"Ref." column (in this case the source is the first page of the General
Journal, thus the abbreviation "J1"). In all ledger accounts the
same rule appliesthe source for the entry is indicated in the
Iteference column. Since ledger accounts are always posted from
journals, the Reference will always be a certain page in a journal.

After the posting of an entry has been completed, it is helpful to
have some way of indicating this step in the journal. This is accom-
plished by entering the number of the account to which posted in the
Reference column of the journal. Note that 1501 is entered on the
first line in the Reference column of page 1 of the General Journal
on page 32. This means that $69,445.55 has been posted as a
debit to the Cash account, account number 1501. This, then,
serves two purposes(1) to indicate that posting has been completed;
and (2) to indicate the account to which the entry was posted.

Each line of the opening entry in the General Journal is similarly
posted, until the entire entry has been posted to the General Ledger.
The opening of the General Ledger is then complete. In this illustra-
tion there is a total of nine General Ledger accounts; postings to the
other eight accounts are shown here and on the next several pages.

Account Petty Cabh

GENERAL LEDGER

Account # 1510

Page ....1--

DATE EXPLANATION
POST
REF.

DEBIT
AMOUNT

DATE EXPLANATION
POST
REF.

CREDIT
AMOUNT

1945
1luit Hog. Halanro 11 400 00_
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Account Ptepa.i.d Expenhe

GENERAL LEDGER

Account H 1530

Page 1

DATE EXPLANATION
POST
REF.

DEBIT
AMOUNT

DATE EXPLANATION
POST
REF.

CREDIT
AMOUNT

196
11411 1 Rog. AnYanro 11 3,001110

I

Account Aceount4 Receivailee

GENERAL LEDGER

Account H 1540

Page 1

DATE EXPLANATION
POST
REF,

DENT
AMOUNT

DATE EXPLANATION
POST
REF.

CREDIT
AMOUNT

GENERAL LEDGER

Account Inve4tment4 Account H 1550

Page __L._

DATE EXPLANATION
POST
REF.

DEBIT
AMOUNT

DATEDATE EXPLANATION
REF.

CREDIT
AMOUNT

1966
:,, 4,',, ,

Account Catatim Payable

GENERAL LEDGER

Account H 1605

Page

DATE EXPLANATION
POST
REF.

DEBIT
AMOUNT

DATE EXPLANATION
POST
REF.

CREDIT
AMOUNT

916Mlufj 1.1304. Balance J1 56,900 120

GENERAL LEDGER

Account Account6 Payaixee - Vendobs Account # 1610

Page

DATE EXPLANATION
POST
REF.

DEBIT
AMOUNT

DATE EXPLANATION
POST
REF.

CREDIT
AMOUNT

IJan
1 Beg. Balance J1 3.673 25
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GENERAL LEDGER

Account ____Piitudii2edurtiaaTaliabte Account // 16211

Page _1_

DATE EXPLANATION POST
REF.

DEBIT
AMOUNT

DATE EXPLANATION POST
REF,

CREDIT
AMOUNT

IN.: . 1 s eg. &dance J1 6,361 54

GENERAL LEDGER

Account Fund Balance Account # 2010
Page /

DATE EXPLANATION POST
REF,

DEBIT
AMOUNT DATE

[966
Jay11

EXPLANATION

3eg. Batanee

POST
REF,

11

CREDIT
AMOUNT

34,410 15

A graphic illustration of the journal entry and its subsequent
posting to the ledger accounts is shown on the following page.

Summary

(1) A listing of all accounts used in an individual accounting system
is a Chart of Accounts.

(2) An account that is used to consolidate items of a broad category
in one place is called a Summary Account. For example, all revenue,
regardless of source, is entered in the Revenue Summary account.

(3) A group of accounts, each of which is used for recording specific
items belonging to a broader general category, is called a Subsidiary
Ledger. For example, each account in the Revenue Subsidiary
Ledger is used to record some type of revenue.

(4) An Entry is the completed recording of a transaction in a journal.

(5) Journalizing is the process of making the debit and credit parts
of an entry.

(6) In every Journal Entry, the total of the debit entry or entries
must equal the total of the credit entry or entries.

(7) The General Ledger is posted from the General Journal.

(8) Salaries Payable -.:re salaries earned by teachers during the
current fiscal year. Payment is withheld and made during the fol-
lowing fiscal year so that teachers might receive pay over 12 months.
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CHAPTER IV

Recording the Approved Budget

The estimated revenue budget

The recording of the opening entries in the General Journal and
the posting of the amounts to the accounts of the General Ledger is
the first step in opening the records. This chapter takes the next
step in the sequencerecording and posting the approved budget.

A school budget is an official statement of the anticipated revenues
and expenditures of the school district for a definite period. Through
the budget, the board of education, the school administration, and
the people of the community reach agreement on the financing of the
educational program. In other words, the annual budget is the
educational plan of a school district for a school year expressed in
dollars.

The entry for recording the approved budget is made in the journal
and is posted to accounts of the General Ledger in the same manner
as the journal entry which originally opened the books (illustrated in
chapter III). Our hypothetical district keeps its books on a fiscal
year basis.

The fiscal year most often used begins July 1 and ends the following

June 30. A budget is prepared for each fund for a specific fiscal year.
In this chapter the concern is the budget for the General Fund- -

the fund which finances the ordinary operation of the school district.
The approved estimated revenues in the annual budget for our

hypothetical school district are seen below. The account descrip-
tions and numbers for revenue are taken from Handbook II, Finan-
cial Accounting .for Local and State School Systems.' However,
revenue accounts in use vary among States. For a more complete
list see the accounting manual issued by your State department of
education.

1 Reason and White, p. 6.
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Hypo' letical School District
Xville, U.S.A.

Annual BudgetFiscal Year 1967
General Fund

Estimated Revenue
10. Revenue From Local Sources

11. Taxation and Appropriations Received $353, 270
14. Other Revenue From Local Sources 300

20, Revenue From Intermediate Sources 220
30. Revenue. From State Sources__ 253, 380
40. Revenue From Federal Sources 2, 000
80. Amounts Received From Other School

Districts in the State 1, 350

Total Estimated Revenue $610, 520
Plus anticipated Fund Balance as of the end of the current

fiscal year 29, 410

Total Estimated Amount Available $639, 930

Please note that the Total Estimated Amount Available, $639,930,
includes the anticipated Fund Balance, $29,410, as of the end of the
current fiscal year. When the fiscal year starts on July 1, which is
the fiscal year used here, budgets are normally prepared in the spring
for the following fiscal year. Since budget figures are based on
estimates, the amounts are usually kept in whole dollars. Please
note that the actual fund balance as of July 1, $34,410.15, is $5,000.15
more than the amount estimated at the time the budget was prepared.

Each of the items of estimated revenub should be accounted for in
a separate account so that excess revenue or revenue shortages may
be readily identified by source as the school year progresses. This
is accomplished by the use of the subsidiary Revenue Ledger. Re-
member that every subsidiary ledger is summarized in an account
in the general ledger.

The original entry for the approved estimated revenue budget may
be subject to adjustment later if revenue estimates change. Sample
adjustments of this type are shown in a later chapter of this
handbook.

Recording the estimated revenue budget

The General Journal entry recording the estimated revenues
lists the General Ledger accounts and the subsidiary Revenue
Ledger accounts and the amounts for each. The entry can be
made as shown on the following page.

Several things should be noted about this journal entry. First,
this is a General Journal entry, just like the one used to open the
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books for the first time as shown in chapter III. This entry, how-
ever, also carries the detailed information for posting in the accounts
of the .subsidiary Revenue Ledger.

Second, note the arrangement of the journal entry. The entries
for the controlling or summarizing account, Estimated Revenue,
and the Fund Balance account are shown, as before, in the Debit
and Credit columns, respectively; both are General Ledger accounts.
The Estimated Revenue account is called a control or summarizing
account because it represents the total of all the individual revenue
accounts. Accounts and amounts to be posted to the subsidiary
ledger are entered in the Account Title and Explanation Column and
do not have the balancing feature of debits and credits; however,
postings to the individual subsidiary Revenue Ledger accounts must
add to the total shown in the Estimated Revenue control account
in the General Ledger.

GENERAL JOURNAL

DATE

-77/33----------
lay 1 Estimntod

ACCOUNT TITLE AND EXPLANATION
POST
REF.

DENT
AMOUNT

CREDIT

MOUNT

Rovonvp 2020

2010

610,520 40

610 520 00Fund Batance

To kecond and establish .the Estimated

Revenue Summany account in .the Gen-

eAat LedgeA _p4 the alopnoved Genehat

Fund budet ,on the ,iscat can 1966-

67. Petaited bneakdown oi Estimated

Revenue 4.6 tiAted below:

Acct.0 Title Amount

11Tax-6 AnnAo. Rec'd._ Q.)! 11

14

20

O.the& Rev. in. Loc. SAC4. 300.01 14

Rev. Alt. Inteltnied. S4C4. 220.0 20

30

40

Rev. 64. State Sounces 253,380.06 30

Rev. 44 Fed. Souhces 2.000.06 40

80 Amount4 Rec'd. AA, Othek 80

Scht. DiAtA. in the State L.350.0(

$610.520.0(

Posting the general ledger

Tie journal entry for recording the approved total estimated
revenue budget is posted to the General Ledger in the same manner
as the journal entry which originally opened the books. The
account numbers 2020 and 2010, for the Estimated Revenue and
Fund Balance accounts, are taken from the Chart of Accounts in
chapter III, page 26.
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Account Fund 13/danno

GENERAL LEDGER

Account # 2010

Page

DATE EXPLANATION
POST
REF,

DEBIT
AMOUNT

DATE EXPLANATION
POST
REF,

CREDIT
AMOUNT

1966
luty 1 §eg. Bgalice 31 34,410 15

1

5et
bike

up
Rev. acct. J2 610,520 00

GENERAL LEDGER

Account Wimated Revenue Account # 2020

Page 1

DATE EXPLANATION
POST
REF,

DEBIT
AMOUNT

DATE EXPLANATION
POST
REF,

CREDIT
AMOUNT

TO
196

1

Set up E6t.
Rot,. an1_ 12 610,520 OC.

Note that in the case of the Fund Balance account, the credit
adds to the credit balance resulting from the posted original opening
journal entry in chapter III. The new credit balance of $644,930.15
(sum of the old balance $34,410.15 plus $610,520.00) represents an
estimated fund balance which will be used to finance the General
Fund operations during the fiscal year.

Posting the subsidiary ledger

The subsidiary Revenue Ledger forms used provide space for
recording estimated revenues, actual revenues and the uncollected
balance of estimated revenues. Since we now are concerned with
recording the budget, the entries shown below are recorded in the
Estimated Revenue columns. The revenue accounts are posted as
follows:
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REVENUE LEDGER
Account # 11

Account Description Taxation and Apphoptiation

DATE REF.
ESTIMATED
REVENUE

ACTUAL
REVENUE

TOTAL REVENUE
TO DATE

BALANCE

196
_luta

6
1 12 353 270100 1 1 353.270100

REVENUE LEDGER
Account # 14

Account Description ()then Revenue Pcom Locat SOWLCeb

Page

DATE REF.
ESTIMATED
REVENUE

ACTUAL
REVENUE

TOTAL REVENUE
TO DATE

BALANCE

300F7966
hay 1 12 100100

REVENUE LEDGER
Account 0 20

Account Description Revenue (,nom Tnteionediate SOUACeb

Page1_,

DATE REF.
ESTIMATED

REVENUE

ACTUAL
REVENUE

TOTAL REVENUE
TO DATE

BALANCE

7966
July 1 12 990 00 220 OD

REVENUE LEDGER
Account # 30

Account Description Revenue Vcom State SOUltee.4

Page

DATE REF.
ESTIMATED
REVENUE

ACTUAL
REVENUE

TOTAL REVENUE
TO DATE

BALANCE

1966
Juty 1 J2 253,380100

[- 1

253,380100

REVENUE LEDGER
Account 0 40
Account Description Revenue 4AOM Fedenat Sounce4

Page

DATE REF.
ESTIMATED
REVENUE

ACTUAL
REVENUE

TOTAL REVENUE
TO DATE

BALANCE

77166
Tu ly 1 12 2,000 00 IIIMMIlarmi

REVENUE LEDGER
Account # 80

Account Description Rev. 6/tom ()then Seht. gat:). in State

Page

DATE REF.
ESTIMATED
REVENUE

ACTUAL
REVENUE

TOTAL REVENUE
TO DATE

BALANCE

0966
July 1 J2 1 350 00 1 350 00

41
245-882 0 - 67 - 4



The appropriation and expenditure budget

The approved appropriations in the annual budget for the hypo-
thetical school district are shown on pages 42-43. Again the account
description and numbers for appropriation and expenditure accounts
are taken directly from Handbook II, Financial Accounting for
Local and State School Systems.2

Each of the appropriation and expenditure items in the budget
should be accounted for separately so that expenditures may be
controlled within individual budget classifications. This is ac-
complished by use of a subsidiary Appropriation and Expenditure
Ledger.

The difference between the terms appropriation and expenditure
is that the former is the money budgeted for specific purposes, and
the latter is the money spent for the same purpose. For example,
if $2,000 is appropriated for School Supplies, we say we have a
$2,000 appropriation. As the $2,000 is spent on school supplies,
we have expenditures against the original appropriation.

The Budget for Expenditures may be formally revised later if
estimated expenditures change. Sample revisions of this type are
shown in a later ,L pier.

Recording estimated expenditures o appropriations

The General Journal entry recording appropriations lists the
General Ledger accounts, the subsidiary Appropriation and Ex-
penditure Ledger accounts, and the amounts for each. Note that
the account numbers 2010 (Fund Balance) and 2040 (Appropriations
control account) are taken from the Chart of Accounts in chapter
III, page 26. The entry recording appropriations (estimated ex-
penditures) is shown on pages 44-45.

ESTIMATED EXPENDITURES
FISCAL YEAR 1967

100. Administration
110. Salaries $18, 600
120. Contracted Services 250
130. Other Expenses 300 $19, 150

200. Instruction
210. Salaries

211. Principals $30, 000
212. Supervisors 20, 000

2 Reason and White, p. XIX.
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213. Teachers_
214. Librarian
215. Clerks
216. Guidance

$390, 000
8, 000
8, 000
7, 500 $463, 500

220, Textbooks
.

2, 000
230. Library Supplies 700
240. Teaching Supplies 1, 700
250. Other Expenses 500 $468, 400

400. Health Services
410. Nurses' Salaries 3, 800
420. Other Expenses 200 4, 000

500. Pupil Transportation Services
520. Transportation Contract 4, 150 4, 150

600. Operation of Plant
ol11

610. Salaries 20, 000
630. Heat 6, 000
640. Utilities 2, 100
650. Supplies 690
660. Other Expenses 100 28, 890

700. Maintenance of Plant
720. Contracted Services 3, 700
730. Replacements of Equipment 1, 400 5, 100

800. Fixed Charges
810. Retirement & FICA_ 45, 600
820. Insurance Premium 2, 700 48, 300

1100. Community Services
...*

1110. Recreation 500
1130. Public Libraries 500 1, 000

1200. Capital Outlay
1220. Buildings 22, 000
1230. Equipment 4, 000 26, 000

1300. Debt Service
1310. Y'rincipal 32, 000
1320. Interest 2, 500 34, 500

1400. Outgoing Transfer Accounts
1410. Tuition 440 440

Total Appropriations $639, 930

The total of the appropriations is debited to the Fund Balance
account. The total appropriations in all accounts in the subsidiary
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Appropriation and Expenditure Ledger are equal to the balance in
the General Ledger Appropriations account,

GENERAL JOURNAL

DATE ACCOUNT TITLE AND EXPLANATION
POST

REF. AMOUNT AMOUNT

1966
luly 1 Fund Raianno 2010 639 93D

AppAopAiatione 2040

.00

639,930 00

To AecoAd AppAopAiationa in the ap-

pkoved Genehat Fund budget {on. 44.4eat

yeah 1966-67. Detaited bAeandown o4

appkopniation4 4.4 tiAted below:

Acct.', Titte Amount

110 Admin., Sato.le4 $ 18,600.00 110

120 Admin.. Conte. Sekuiee4 250.00 120

130 Admin., Otheh Expen4e4 300.00 130

211 InAtt., Pitineipat'4 Sat. 30,000.00 211

212 InAtA.. SupenviA006 Sat. 20,000.00 212

213 InbtA., TeacheAA' Sat. 390,000.00 213

214 in4tA., Libtattian Sat. 8,000.00 214

215 In4tn. CteAke alt 8,000.00 215

216 inatA.,TeacheA Aeziet4.Sat. 7.500.00 216

220 in4th., Textbook4 2,000.00 220

230 Inatit., LibAaAy Supptie4 700.00 230

240 InAth., Teaching Supptia 1,700.00

250 1n4tA., OtheA Expen4e4 500.00

410 Health. NuhAe°6 Sat. 3.800.00

240

250

410

420 Heatth, °theft Expen4e4 200.00 420

520 TAanapoAtation ContAact 4,150.00

610 OpeAation oA Plant. Sat. 20,000.00

520

610

. , ... t..., .. ", I. "... . Ill li
640 0. '..........n . P 'AL. 2 100 00

650 OpeAatton o4 Plant. Supp. 690.00

.

.40

650

660 OpeAalion o4 Ptant, OtheA Exp. 100.00 660

720 Maint o4 Ptant,ContA.SeA. 3,700.00 720

730 Maint. oli Plant, Replacement 730

oA Equip. 1,400.00

810 Fixed ChAg4., Ret. 6 FICA 45 600.00 810

820 Fixed ChAge.. MA. PAem. 2,700.00 820

1110 Comm. Sen.. RecAeation 500,00 1110
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GENERAL JOURNAL
Page

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF.

DEBIT

AMOUNT
CREDIT

AMOUNT

1966
In ly 1 s ,,,, ., , of lo s

1220 Capita Outlay. Btdco. 22.000.00 1220

0 f. # . ' 0.: a E. 'p. 4.000.00 1230

1310 Debt Sen.. PlUnapat 32.000.00 1310

1320 Debt Sen.. lntelteAt 2.500.00 1320

14104tanarl'on 440,1L. 1410

TOTAL APPROPRIATIONS $639,930.00

Posting to the general ledger

The journal entry for recording the approved total Appropriation
and Expenditure budget is posted to the General Ledger in the same
manner as the journal entry for the Estimated Revenue. Note that
the General Ledger account Fund Balance has the previous postings
recorded for opening the books and recording the Estimated Revenue.

Note, again, that the debit to the Fund Balance account has been
subtracted from the previous credit balance reducing the balance
of the account to $5,000.15. Thus, the balance in one account,
Fund Balance, has been transferred to several Appropriation and
Expenditure Ledger accounts; in other words, the funds have been
earmarked for specific purposes.

Account Fund Batance

GENERAL LEDGER

Account # 2010

Page

DATE EXPLANATION
POST
REF.

DEBIT

AMOUNT DATE EXPLANATIONEXPLANATION
POST
REF.

CREDIT
AMOUNT

11!
mu

Se. up App4o-
#.101aidnnA neat_ 73 A34,930 ion', ,, , ',, ,

1115111111111MINI1
Ell , , II

MIN

Accoun Appitopia.ationt

GENERAL LEDGER

Account # 2040

Page 1_

DATE EXPLANATION
POST
REF.

DEBIT

AMOUNT DATE

lilt641

EXPLANATION

kittagOlicWiCitga

POST
REF.

J3

CREDIT
AMOUNT

639.930 F
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Posting the appropriation and expenditure ledger

The subsidiary Appropriation and Expenditure Ledger is posted
from the detailed breakdown shown in the General Journal entry.
The posting is entered in the "Unencumbered Balance" column be-
cause at this point (the start of the fiscal year) no expenditures have
been made.

There are more accounts in the Appropriation and Expenditure
Ledger than in other ledgers and the majority of posting is to that
ledger. These accounts are the most important to school adminis-
trators in the day-to-day operation of the schools because they reflect
the status of the budgethow much unencumbered or uncommitted
money is available for spending. The unencumbered balance is
what is left after deducting from the original appropriation the
expenditures and encumbrances (funds committed for salaries and
by purchase orders).

Normally, the total revenue available to a school district is allo-
cated to meet the various types of expenditures which will occur
during the year; and management of the Appropriation and Expend-
iture Ledger accounts becomes the major financial problem. For
this reason an encumbrance system is recommended in the manage-
ment of a school district's finances.

As indicated above, encumbrances are commitments in the form
of purchase orders, contracts, or salary contracts which are charge-
able to an appropriation and for which a part of the appropriation
is reserved. When the commitments are paid or when a liability is
actually established, they cease to be encumbrances. The use of
encumbrances will be illustrated in the next chapter.

The form used for the Appropriation and Expenditure Ledger
accounts differs from the form used for the Revenue and General
Ledger accounts. In addition to the appropriation and expenditure
columns, columns are provided for encumbrances, liquidations (or
reductions of encumbrances), total encumbrances, and the unen-
cumbered balance.

Appropriations are posted to the appropriation and expenditure
accounts as follows:

APPROPRIATION AND EXPENDITURE LEDGER
Account # 110

Account Description Admimatitati.on, Sataitie.6

Page

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCESIAND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
31141 33 18.600 100 18,600 00
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APPROPRIATION AND EXPENDITURE LEDGER
Account # 120

Account Description Adttu;a6titati.on, Cora/meted Savice.6

Page

DATE REF. APPROPRIA-
TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCE

OBLIGATE LIQUIDATE

1966
7aty1 J3 250 100

1 I I I I 1

250 100

APPROPRIATION AND EXPENDITURE LEDGER
Account # 130

Account Description ,A_441,12&41_,QtAgli&ggi n.6 e

Page 1

DATE REF.
ApPROPRIA

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCE

OBLIGATE LIQUIDATE

1966
7atg1 73 300 100

I

300 100

Account # 211
APPROPRIATION AND EXPENDITURE LEDGER

Account Description inAtitaction, plunapaz6, satalae6
Page

DATE REF. APPROPRIA-
TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENcuM,

BRANCES AND
EXPENDI-

TURES

uNEM-
CUMBERED
BALANCE

OBLIGATE LIQUIDATE

1966
7u.ty1 73 30.000 100

1 1 I I I
1 30.000 100

APPROPRIATION AND EXPENDITURE LEDGER
Account # 212

Account Description Itt4tutetion. Surekvi4on41 Satatieb
Page 1

DATE REF. APPROPRIA-
TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANcES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCE

MINI

OBLIGATE LIQUIDATE

1966
Ju2Y1 73 20.000 100

I I 1 I 1
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APPROPRIATION AND EXPENDITURE LEDGER
Account # 213

Account Description. Titatimetion, Teaches' Sata44.e6

DATE REF, APPROPRIA-
TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPEND,-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES) AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
JutY1 13 390.000100 390,00000

APPROPRIATION AND EXPENDITURE LEDGER
Account # 214

Account Description InztAucti.on, Lilvtait,Lan StLect,ty

Page 1

DATE REF. APPROPRIA-
TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
3utY1 13 8,000 00 8 000 00

APPROPRIATION AND EXPENDITURE LEDGER
Account # 215

Account Description Inatuction, Cteitta Satan.i.e6

Page 1

DATE REF. APPROPRIA-
TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCESAND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Jaw 13 8,000 00 8.000 00

APPROPRIATION AND EXPENDITURE LEDGER
Account # 216

Account Description irt6tAucttott. Teacheit. Assiatartts' Sat cucie.6

Page 1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCESAND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

7966
1utY1 13 7,500 00 7.500 00
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APPROPRIATION AND EXPENDITURE LEDGER
Account # 99n

Account Description InstAuction, Textbook4

Page 1

DATE REF.
APpROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPEND).-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966lityl 13 2,000 00 2,000 00

APPROPRIATION AND EXPENDITURE LEDGER
Account # _00

Account Description Inatituction, Lanctitu Suvioti.ez

Page 1

DATE REF.
AppROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
()FIANCES

EXPENDS-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Jut 1 13 700 00 700 00

APPROPRIATION AND EXPENDITURE LEDGER
Account 0 240

Account Description lnzttutetion, Teaching Supp&.e4

Page 1

DATE REF. APPROPRIA-
TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

Tii66
Juiyl 13 1.700 00 1,700 00

APPROPRIATION AND EXPENDITURE LEDGER
Account # 250

Account Description Imittuction, Othen EXpeAdeb

Page 1_

DATE REF. APPROPRIA-
TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
JaY1 j3 i 500

1 1

100
1 1

500

1
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APPROPRIATION AND EXPENDITURE LEDGER
Account # 410

Account Description Heath, Nmui2ALSaahy

Page, 1

DATE REF,
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCESIAND
EXPENDI-

TURES

U NEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
JaY1 13 3.800 100

_.

I I I I 3,800 00

APPROPRIATION AND EXPENDITURE LEDGER
Account 0 420

Account Description Heath, °then Expenzed

Page,

DATE REF,
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCESIAND
EXPENDI-

TURES

U NEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Jay, J3 200 100

1 1 I i
I 200 100

APPROPRIATION AND EXPENDITURE LEDGER
Account # 520

Account Description ThanotatatisnCalttaa

DATE REF.
APPROPRIA-

TIO NS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCH

EXPEND'
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

7906
Jaw, .13 4,150 00 4,150 00

APPROPRIATION AND EXPENDITURE LEDGER
Account # 610

Account Description Opehoti.on ot( Ptait, Satz/au

Page

DATE REF,
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

U NEM-
CUMBERED
BALANCE

20.000100

OBLIGATE LIQUIDATE

1966
JuZYI J3 20.000 100 1 I

I



APPROPRIATION AND EXPENDITURE LEDGER
Account # 630

Account Description OPeitation o4 Pant, Heat

Page 1

DATE REF,
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Julys J3 6.000 )0

I

6 000 0

APPROPRIATION AND EXPENDITURE LEDGER
Account # 640

Account Description °venation oi Ptant, Utititie4

Page 1

DATEDATE REF.
APPROPRIA-

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Jay' J3 2,100 00

I

I 2,100 100

APPROPRIATION AND EXPENDITURE LEDGER
Account # 650

Account Description °venation oi Ptant. Suvaie6

Page 1

DATE REF,
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPEND,-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Jutyl J3 690 100

I

690 100

APPROPRIATION AND EXPENDITURE LEDGER
Account # 660

Account Description Opehation oA Ptant. Otheh ExpenAe4

Page _1

DATE REF,
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Jutyl J3 100 0( 10010C
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APPROPRIATION AND EXPENDITURE LEDGER
Account # 720

Account Description Maintenance 04 Plant, Conthaated Setwicea

Page 1

DATE REF,
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPEND,-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCESIAND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Jutv1 J3 3.700 100 3.700 00

APPROPRIATION AND EXPENDITURE LEDGER
Account # 730

Account Description Maintenance 04 Plant, Rept.acement o4 Equipment

Page 1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPEND!

TURES

TOTAL
ENCUM-

BRANCESAND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
1441 J3 1,400 00 1,400 OD

APPROPRIATION AND EXPENDITURE LEDGER
Account 0 810

Account Description _11224LaatrodagtiAgmat and FICA

Page I

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCESAND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
1441 J3 45,600 100 45,600 00

APPROPRIATION AND EXPENDITURE LEDGER
Account I 820

Account Desc iption Fixed Chateu. Tome/Lance PAemium

Page

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCESIAND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
31.441 J3 2.700 100 I 2.700 100
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APPROPRIATION AND EXPENDITURE LEDGER
Account N, Mg__
Account Description Community Senvice, Reciwation

Page 1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCESIAND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1%66
Juty1 73 500 00 50 00

APPROPRIATION AND EXPENDITURE LEDGER
Account # 1130

Account Description Connutaty Setct4ce, Pubtic Libitatcy

Page 1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

111.1111,1

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

966
Idyl .13A 500 90

APPROPRIATION AND EXPENDITURE LEDGER
Account I 1220

Account Description Cap.itat &Way, Batictings

Page _1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDS-

TURES

TOTAL
ENCUM-

BRANCESSAND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
1titY1 .134 22,000 00 22,000 00

APPROPRIATION AND EXPENDITURE LEDGER
Account # 1230

Account Description Capita Outtag,__Etkionent

Page 1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCESIAND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

196
JuL0Y1 33A 4.000 po 4 000 00
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APPROPRIATION AND EXPENDITURE LEDGER
Account # 1310

Account Description Debt Seiwi.ee - P/anapect

Page

DATEDATE REF.
TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL.
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
3meY1 J3 _32.000 00 32.000 00

APPROPRIATION AND EXPENDITURE LEDGER
Account # 1320

Account Description Debt SeAtiice intehpAt

Page 1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Jutyl J3 2.500 100

I

I 2,500 00

APPROPRIATION AND EXPENDITURE LEDGER
Account # 1410

Account Description Outgoinq Tiuutektsts - Tuition

Page 1

DATE REF,
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Juey1 J3 440 i10 440 Do

Note in each preceding account that the approved appropriation
(estimates of expenditure) is shown in the Appropriations column as
well as in the last column, Unencumbered Balance. As amounts are
entered in the Encumbrance or Expenditure columns, the Unen-
cumbered Balance (the amount not obligated or expended) column
will be adjusted accordingly. These entries are described in detail
in the next several chapters.

At this point the General Ledger has been opened and the official
budget has been recorded. Another trial balance should be made
at this point, similar to the one prepared in chapter II, to make sure
that all the postings to the General Ledger accounts were correct.
Remember that a trial balance is prepared by

(a) Determining the account balance and whether it is a debit
or credit balance.
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(b) Listing the debit balances in one column.
(c) Listing all the credit balances in the other column.
(d) Adding each column.
(e) Comparing the column totals to make sure they are equal.

If the column totals are not equal, it is necessary to check your
postings to find the errors and make corrections. The trial balance
should always show the name of the district, the title of the report
(trial balance), and the date. At this point the trial balance is as
shown below.

Now that the General Ledger is open, a series of hypothetical
transactions is illustrated in the next chapters to demonstrate the
principles and procedures described earlier.

HYPOTHETICAL SCHOOL VISTRICT
TRIAL BALANCE
July 1, 1966

Account Ti t&
Acct. .

No
Debit Chedit

SIC ILL 1501 69,445 55.

Petty Caah 1510 400 00

Phepaid Expen4e 1530 3,000 00

Account6 Receivable 1540 3,652 15

inveamenth 1550 24,847 20

Sala .6I 1605 56,900

3.673

00

25Accounts Payable to Vendo0 1610

EaliadttigthiCAP/Pat X20 6 361 50

Fund Batangg 2010 5 000 15

EAtimated Revenue 2020 610,520 00

A14PAPPgAtica4 2040

711,864 90

639.930

711,864

00

90

Summary

(1) The official statement of the anticipated revenues and expen-
ditures of a school district for a definite period of time is called a
Budget.

(2) An Appropriation is money budgeted for specific purp9ses.

(3) Encumbrances are commitments in the form of purchase orders,
contracts, or salary contracts which are chargeable to an appropria
tion and for which a part of the appropriation is reserved.

(4) The amount not obligated or expended in an Appropriation and
Expenditure Ledger account is called the Unencumbered Balance.
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CHAPTER V

A Sample Month of Transactions

In chapters III and IV the groundwork has been laid for recording
financial transactions in our hypothetical school district. The
operations illustrated in those chapters are normally performed only
once a year, that, is, at the beginning of the fiscal year. As chapter
III indicates, the recording of the district's assets and liabilities
opened the General Ledger and shows what the district has and
owes; the difference between the latter is the fund balance.

As chapter IV indicates, the annual budget is next recorded in
the General Ledger by first journalizing it in the General Journal
and then posting to the accounts of the General Ledger.

Chapter IV defines the term encumbrances as commitments in the
form of purchase orders, contracts, or salary commitments. They
are chargeable to an appropriation and, in effect, reserve part of the

appropriation. Effective expenditure control requires the recording
not only of the cash expenditures, but also of the liabilities and en-
cumbrances. When incorporated into the accounting system of a
school district, encumbrance procedures serve to reserve or restrict,
portions of the budget appropriations of the district for commitments
or contractual obligations which have been made. In the normal
operation of a school district it is necessary that the financial records
enable the school administrator to distinguish between what has
actually been spent and what has been committed against the budget
so that he knows what is left for future needs. Financial records
would be very misleading if obligated or committed amounts were
not deducted from the amount available for expenditures, and might
well result in exceeding the appropriation. The use of encumbrances
to indicate current obligations or commitments which will become
future expenditures is sound financial management and eliminates
any guesswork regarding the unencumbered balance in any account.

Encumbrances and reserve for encumbrances accounts

It is recommended that Encumbrances and Reserve for Encum-
brances accounts be used in the General Ledger, and these accounts
are numbered 2060 and 2011, respectively. These are again control
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accounts similar to the Estimated Revenue and Appropriations

control accounts as illustrated in chapter IV. These accounts will

be posted in summary only and the detailed breakdown of the sum-

mary will be shown below the entry in the General Journal, Each

Appropriation and Expenditure Ledger account provides for the

budgetary appropriations and looks like this:

APPROPRIATION AND EXPENDITURE LEDGER

Account # 120

Account Description Adminiztnation, Coranacted Setviee.6

Page 1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRA NCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCE

OBLIGATE LIQUIDATE

1966
Lay 1 .13 250 00

250 0

Please note that there are columns provided for obligating and

liquidating the encumbrances and for showing the total encumbrances

to date. These subsidiary Appropriation and Expenditure Ledger

accounts will be posted from the detailed breakdown of the General

Journal entry.
Whether a purchase order is issued or a direct cash expenditure

is made to obtain goods and/or services, the accounting sequence

is from the General Journal to the appropriate control account to

the appropriate subsidiary ledger account. For the specific differ-

ences that occur, that is, the control accounts and columns used in

the subsidiary ledger with a direct cash expenditure, and those

used with an encumbrance (purchase order), see illustrations 2, 3, 4,

and 5 on pages 112 through 115. The transactions entered and ac-

counts used in these illustrations are not necessarily related to
other materials in this manual.

A sample set of transactions for one month

The following transactions which are illustrated might not all

take place in one month, but to show a continuity of operation, let

us assume that the 31, transactions listed below take place in the

month of July. This will show the reader a series of sample trans-

actions for a one month period. Sample transactions:

1. Encumber the entire payroll as provided for in the adopted ap-
propriations budget; the payroll accounts or the salary accounts are

listed below:
Acct. No. 110 Administration $18, 600

Acct. No. 211 Principals 30, 000

Acct. No. 212 Supervisors 20, 000

Acct. No. 213 Teachers 390, 000

Acct. No. 214 Librarian 8, 000
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Acct. No. 215 Clerks $8, 000
Acct. No. 216 Other Staff (Teacher Assistants) 7, 500
Acct. No. 410 Health, Nurse 3, 800
Acct. No. 610 Custodians 20, 000

$505, 900

2. Issue a purchase order to: Superintendent of Documents, U.S.
Government Printing Office, Washington, D.C. 20402, for four
copies of School Building Maintenance Procedures by R. N. Finchum,
0E-21027, Bulletin 1964, No. 17, at $1.25 each, total $5.00.
3. Pay Accounts Payable to Vendors:

School Paper Co
School Book Co 1,

$873.
200. 00

School Supply Co 900. 00
Athletic Equipment Co 700. 00

$3, 673. 25

4. Information is received that Other Revenue from Local Sources
(account No. 14) will be increased by $2,500.
5. The school district receives a check for $675 from the neighboring
school district for tuition for two special students.
6. Cancel the purchase order to the Superintendent of Documents
in Washington, D.C., because a free copy was received in the mail.
7. Issue a purchase order to the XYZ Hardware Store for 10 gallons
of outside paint at $5 a gallon.
8. The school district borrows, on a 30-day note, $20,000 from the
National Bank at an annual interest rate of 3 percent.
9. Award a contract to the Hill and Dale Bus Co. in the amount of
$4,150 for pupil transportation during the coming school year.
10. Pay the invoice from the XYZ Hardware Store for the 10 gallons
of paintinvoice amount is $48.50.
11. Purchase a three-year fire insurance policy from Congress Insur-
ance Agency and pay the premium in full in the amount of $1,800.
12. Issue a check for $25 to the high school principal to set up a
Petty Cash Fund.
13. Receive a check from the State department of education in the
amount of $25,338.
14. Pay the payroll for the 14th of the month. The $14,225 being
debited to Salaries Payable is one-fourth of the $56,900 which, as
explained on page 31, is for salaries earned by teachers but unpaid
during fiscal year 1966. For each of the four payrolls during July
and August, $14,225 will be paid to teachers for the previous fiscal
year.
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Salaries Payable $14, 225. 00

Expenditures 5, 232.00
Retirement Deductions $972. 85

Income Tax Withheld 1, 955.70
Hosp. Ins. Deducted 480. 00

FICA Deducted 906.25
Cash 15, 142. 20

Appropriation and Expenditure Ledger Detail:
Administration 110 $715

Principals 211 1, 153

Supervisors 212 769

Teachers 213 778

Librarian 214 307

Clerks 215 307

Teacher Assistants 216 288

Nurse 410 146

Open of Plant (Custodians) 610 769

$5, 232

14. Pay the $1,955.70 withheld from the July 14 payroll as Federal
income tax deductions to the United States Treasury.

15. Pay the State Retirement Board $12,723 ($6,361.50 for em-
ployees retirement deductions, which was on the balance sheet as
payroll deductions payable as of June 30 of the previous fiscal year,
and a matching amount as the school district's contribution).

16. Receive a check from the local tax collector in the amount of
$84,010.
17. Repay the $20,000 note and $16.40 interest to the National Bank.

18. Issue purchase orders for textbooks and teaching supplies to
the following:

School Book Co $420

School Supply Co 180

19. Pay the June telephone bill in the amount of $97.

20. Pay travel expenses of Miss Smith to the Remedial Reading
Conference in the amount of $38.
21. Replenish the high school Petty Cash Fund because $18 has
been spent for office supplies.
22. Pay for textbooks received from the School Book Co., transaction
No. 18 above. The invoice is for $378 plus $12.50 freight charge.

23. The school district's Treasurer uses $50,000 of inactive funds to
buy 90-day U.S. Treasury bills for investment purposes.

24. Miss Jane Jones, teacher, resigns; her contract salary for this
school year was $5,000.
25. Hailstorm damage requires $156 for emergency repairs to the
Lichtenberger Elementary School.
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26. Instructional supplies are received from the School Supply Co.,
with an invoice for $180, terms of 2 percent/10 days.
27. The superintendent hires Miss Mary Moore to take Miss Jones'.
place this fall at a salary of $5,400.
28. Pay the payroll for the 28th in the same amounts as for the 14th.
28. Pay the $1,955.70 withheld from the July 28 payroll as Federal
income tax deductions to the United States Treasury.
28. Pay the State Retirement Board (employer's rate same as that
for employees') for the current month's employees deductions plus
the school district's contribution.
29. The school district signs a contract with the AIA Architectural
Co. at an estimated cost of $8,000 for preliminary plans for an
addition to the high school building.
30. A check for $106 is received from the insurance company to
compensate for the hail damage.
31. The school district receives $10,000 as a result of the maturing
of certain U.S. Treasury bills. The original investment was
$9,912.50.

For the benefit of the users of this manual, an analysis of each
journal entry is shown on the left hand page opposite the corre-
sponding journal entry on the right hand page. The various General
Ledger accounts, the Revenue Ledger accounts, and the Expenditure
Ledger accounts are shown at the end of the chapter posted according
to the dates of the transactions.
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PURCHASE ORDER

HYPOTHETICAL SCHOOL DISTRICT

NO. 102
THIS NUMBER MUST APPEAR ON ALL
INVOICES, PACKAGES, BILL OF LAD-
INGS AND CORRESPONDENCE.

XVILLE, U.S.A.

To: XVZ Handwane Stone Ship to: Hypothetical School Dist.
120 Main Street Administration Bldg.

Xv42Ze, U.S.A. Xville, U.S.A.

ALL PRICES ARE F.O.B. DESTINATION UNLESS OTHERWISE SPECIFIED

DATE

1/1/64
SHIP WHEN

Imnediatety
F.0,B, POINT TERMS

ITEM OUAN. DESCRIPTION
ACCT.ACCT.
NO,

UNIT
PRICE

10 Gat. Paint, outside white 120 5 00 50 00

O TOTAL
NWT

By
50 00

INSTRUCTIONS
I . Acknowledge receipt of rhis order & state v hen & from what point shipment will be mode.
2. Invoice in duplicate,
3. fackiog Slip must nccompony goods.

VENDOR

ACCOUNTING-NUMERICAL FILE
PURCHASING-VENDOR FILE

RECEIVING
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1. In the journal entry for the first transaction, note that the
Encumbrance account is debited for the total amount of salaries as
listed in the budget and the Reserve for Encumbrance account is
credited for the same amount. Listed below the debit and credit
entries are the Appropriation and Expenditure Ledger details which
are posted to the obligation columns of encumbrances. See pages
93 and 94 for the posting of the journal entry to the General
Ledger accounts and pages 97 to 103 for the posting to the subsidiary
Appropriation and Expenditure Ledger accounts.

2. The journal entry for this transaction is basically the same as the
first journal entry; however, in this case, we are encumbering for an
item which is being purchased. Note again that the Encumbrance
account is debited and the Reserve for Encumbrance account is
credited for $5. The detail account in the Appropriation and
Expenditure Ledger, Other expenseOperation, is also debited. An
example of one form often used for purchase orders is shown on
page 61. See pages 93 and 94 for the posting of the journal entry
to the General Ledger accounts and page 104 for the posting to the
subsidiary Appropriation and Expenditure Ledger account.

3. Please note that this transaction records the payment of Accounts
Payable which appeared on the balance sheet as outstanding bills
from the previous fiscal year. The journal entry is a debit to
Accounts Payable and a credit to Cash. Note that this is an
example of reducing a liability and also reducing the asset Cash and
t hat the detailed list of the companies to be paid is below the journal
entry. See pages 90 and 92 for the posting of the journal entry to
the General Ledger accounts.
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GENERAL JOURNAL
Page 4

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF.

DEW
AMOUNT

CRLDIT
AMOUNT

J966
lidgifdleumhtulnce6 2060

2011

505,900 DO

505 900 00ReAenve ,ox Encumbunce6

AppAopniation and Expendituitel.ecaLeA Detait

Acct.0 Utte Amount

110 AdminiAtnation $ 18.600,00

211PA,LicipatA 30,000.00

110

211

212 Supenvizou 20 000 00 212

390,000.00 213..21.3____Tcach.eAA

214 LibAaltian 8,000.00 214

215 Ctemfa 8,000.00

216 Tectehen AAsiatantA 7,500.00

4114,34.e 3,800.00

215

216

410

610610 Open,. o4 Plant faustodiaballiall

$505,900.00

To xecoAd aatany encumbAanceA AOA all

PeAaonnet applcoved in the adopted

-- .--

budget

2 Encumblunce4 2060 5 DO

5 00Ramie 601 Encumbunce4 2011

Apoopitiation and Expenditure 1,16e4 Detail.:

QtAgIte42eliAspi.tati.on15...0 660

To xecoAd PuAchade ()Ada 0101. Supt. o4

Document:A

3 AccountA Payable

Coh
1610

1501

3,673 25

.1,673 25

ICLUS.Ctli,t2Wllititts

Papa Co. $ 873.00____Sgnovi

Schoot BooLto, 1,200.25

SthadSuggig_Ca, 900.00

Athletic Equipment 700.00

$3.673.25
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4. In this instance the school district has been informed that it will
receive $2,500 additional revenue. This revision is accomplished
by debiting the Estimated Revenue account and crediting the Fund
Balance account. Include the subsidiary Revenue Ledger detail,
in this case Other Revenue from Local Sources, below the main entry.
When payment is received, the Cash account will be debited and the
Revenue account will be credited. See page 93, for the posting
of the journal entry to the General Ledger accounts and page 96 for
the posting to the subsidiary Revenue Ledger account.

5. The school district received $675 from another school district.
Here the asset Cash is increased, and therefore it is debited. This is
balanced by a credit to the Revenue account, which also is increased.
The latter is a summary account; in order to have this transaction
reflect the exact type of revenue received, it is necessary to post also
to the subsidiary Revenue Ledger account. See pages 90 and 93 for
the posting of the journal entry to the General Ledger accounts and
page 96 for the posting to the subsidiary Revenue Ledger account.

6. In this transaction the school district cancels the purchase order
which was sent to the Superintendent of Documents in Washington,
D.C. Therefore, it is necessary to liquidate the encumbrance which
was made for the original transaction No. 2. Note here that the
Reserve for Encumbrances account is debited and the Encumbrance
account is credited, just the opposite of transaction No. 2. Similarly,
the Appropriation and Expenditure Ledger details will now show that
the $5 amount under the Encumbrances column in account number
660 has been liquidated, and note in the right-hand unencumbered
balance column in the same account that the amount has increased
by $5. This $5 restoration is available for purchase of some other
item. See pages 93 and 94 for the posting of the journal entry to
the General Ledger accounts and page 104 for the posting to the sub-
sidiary Appropriation and Expenditure Ledger account.

64

t



GENERAL JOURNAL
Page-5__.

DATE ACCOUNT TITLE AND EXPLANATION

1-

POST
REF, U

DEBIT
AMOUNT

CREDIT
AMOUNT

1966

1111444ALimat211124atuo 2020 2.500 po

Fund Balance 2010 2.500 00
Revenue Ledger Detait:

OtheA Revenue 4nom Lome SounceA-$2,500.0( 14

To necoad Aevised eztimate o4 revenue

Om tocaLamac.24. ,

5 Cadh 1501 675 00

Iluteto
Revenue Ledger Detail.:

1030 h75_DO

ration Aom Othea School DiztAict6-$675. 80

To necond Aeceipt o4 tuition 4Aom PDT

cahoot Diatitiat ion 4tudenta Betty

MiZteA and Detotte4 AuAtin

6 Re4ave ion Encumbuncea 2011 5 20

Encumbnance4 2060 5 00
AppAopAiation and Expenctittme Ledger Detait:

OtheA exmlae2122peAation $5.00

To Aecohd cnewn6hance Liquidation o4 PO

660

0707c---ae,tLSAIIaf.Ledd:f2frlQLtteL024AEd
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7. Another purchase order has been issued in the amount of $50 for
10 gallons of paint at $5 a gallon. Again, a debit is made to the
Encumbrance account and a credit to the Reserve for Encumbrances
account. The detail is posted to the subsidiary Appropriation and
Expenditure Ledger, account No. 720. See pages 93 and 94 for the
posting of the journal entry to the General Ledger accounts and
page 104 for the posting to the subsidiary Appropriation and Ex-
penditure Ledger account.

8. In this transaction the asset Cash is increased by borrowing money
from the bank. This new liability is called Notes Payable and is
assigned an account number 1611. Therefore, the Cash account is
debited to record the increase of the asset and the Notes Payable
account, a liability, is credited to record the liability. See pages 90
and 92 for the posting of the journal entry to the General Ledger
accoun ts.

9. In this transaction a contract has been issued to the Hill and Dale
Bus Company for pupil transportation. In this case the school
district is buying services, and thus the entry would be the same as
for the issuance of a purchase order. The Encumbrance account is
debited for the full amount of the contract and Reserve for En-
cumbrances is credited for the same amount. The subsidiary Appro-
priation and Expenditure Ledger Account number 520, Pupil
Transportation, also shows an obligation of this amount of money
in the Encumbrances column. As the monthly bills from the Bus
Company are received and paid, the encumbrance will be reduced
by the amount paid. See pages 93 and 94 for the posting of the
journal entry to the General Ledger accounts and page 102 for the
posting to the Appropriation and Expenditure Ledger Account.
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GENERAL JOURNAL

Page, 6

DATE ACCOUNT TITLE AND EXPLANATION POST
REF.

DEBIT

AMOUNT
CREDIT
AMOUNT

1110111=1111111111111111.1ia , a , .
I . 0 ME I I

5 00
1 ' .. ' ' . , I II t I ' ..

AppAopAiation and ExpendtuAe Ledger Vetait

Contracted SeAvices - Maintenance $50.00 720

To hecohd issue o4 Punchahe °Ada 0102

1

N. Pa ab''
1611 I 20 000 00T. A Ad t an tgLiAom Nationat

Bank 0 3%

9 Encumbumeet. 2060 4,150

Re6eiweloA fncumbitances 2011 4,150
AppAopAiation and Expenditure Ledgek Detail,

Pu it TAanb ottation contAact $4 150.00 520

T. A,cohd ontA ct with. Hitt a Date

Bub Companii
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10. Note in this transaction that an invoice and the paint have
been received for purchase order No, 102 which was transaction
No. 7 above. The school district is now paying for the paint it
ordered in transaction No. 7 above. Therefore, the Expenditure
control account is debited to show an increase in expenditure, and
the Cash account is credited to show the reduction in Cash. At
this point, the reader is probably aware of the fact that the invoice
was for $48.50, but the original encumbrance was for $50. There-
fore, there is a second transaction marked as No. 10 which would be
journalized at the same time; the previous encumbrance amount of
$50 will now be liquidated both from the control accounts and from
the Appropriation and Expenditure Ledger detail account. Note
again that the debit to the Reserve for Encumbrances account and
the credit to the Encumbrances account are the opposite of trans-
action No. 7 in order to liquidate the encumbrance. See pages 90
and 94 for the posting of the first journal entry to the General Ledger
accounts and page 104 for the posting to the Appropriation and Ex-
penditure Ledger account. See pages 93 and 94 for the posting
of the second journal entry to the General Ledger accounts and page
104 for the posting to the Appropriation and Expenditure Ledger
account.

11. The school district is making a direct expenditure by paying
$1,800 for an insurance policy. Since the benefits of this policy
will last for three years, only the current year's share will be charged
as a current expenditure. Thus $600, this year's share, is recorded
as a debit to the Expenditure Summary account and also in the
Appropriation and Expenditure Ledger detail account. The remain-
ing $1,200 is established as an asset called Prepaid Expenses and
is debited; in each of the following two years, $600 will be charged
as an expenditure, finally resulting in a zero asset balance. The
Cash account is credited to reflect a decrease of $1,800 in the asset
cash. See pages 90, 91, and 94 for the posting of the journal entry
to the General Ledger accounts and page 105 for the posting to the
Appropriation and Expenditure Ledger account.
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GENERAL JOURNAL
PageZ__--

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF,

DEBIU T

AMO UNTNT
CREDIT

AMOUNT

1966 2050

1501

48

48 50
Cobh

A,phophiation and Expenditahe LedgeA Detaitl

Conthacted Sehvice4 - Maintenance $48.50 720

To pay invoice ihOM XVZ Handwahe

, ,., Igagjume OArleA 0102

10 Riaghtle 404 EitalOtb4WICIZA 2011 50410

50 00
EncumbAanceA 2060

Apphoptiation and Expenditure Ledgeh Detaib

ContAacted SeAviceA - Maintenance 850.00 720

To RecoAd encumbrance Liquidation og

PutehaAe °trim 0102

11 ExpenditmeA 2050

1530

600

1.200

po

00
PRWL'SLIFW04.0

Cash

Apphophiation and Expend4tulte Led eh De taits

1501 1 800 00

Fixed Chahae4 - 1n4uhanee 6 Judgements

$600.00 820

To /mead 'moment oLlyeaLpoticy

with ConakeAA InAuAanee Agnew
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12. In this transaction one asset is increased and one asset is de-
creased by an equal amount; that is, $25 is transferred to the Petty
Cash account and the main Cash account is reduced by a like
amount. Therefore, the Petty Cash account is debited and the
main Cash account is credited. Please note that this is the entry
normally required to establish a new Petty Cash account or to
increase an existing Petty Cash account. Transaction No. 21 will
illustrate how to reimburse the Petty Cash account when money
has been spent for supplies or other sundry items. See pages 90
and 91 for the posting of the journal entry to the General Ledger
accounts.

13. This transaction records the receipt of cash from the State
department of education. The Cash account is debited to record
the increase in Cash, and the Revenue account as well as the detail
account in the subsidiary Revenue Ledger are credited. See pages
90 and 93 for the posting of the journal entry to the General Ledger
accounts and page 96 for the posting to the Revenue Ledger account.

14. This transaction records the payroll for the 14th of the month,
which is comprised of charges against two different fiscal years. The
$14,225 debited to Salaries Payable, as explained on page 31, is for
gross salaries earned by teachers but unpaid during the previous
fiscal year; it was charged to the Expenditure control account when
the Salaries Payable account was established at the end of the
previous fiscal year. The second debit entry, $5,232 to the Expendi-
tures control account, is the gross amount for current fiscal year
salaries, and must also be posted to the various expenditure ledger
accounts. Because the retirement cost, Federal income tax, social
security cost, and hospitalization insurance cost are deducted from
the gross payroll and the employee receives a net amount of cash,
the total of all of these deductions for all employees is shown as a
series of credit entries, offsetting or balancing the gross payroll
as shown in the debit columns, Transaction No. 5, chapter II,
page 17, involved the payment of $44,000 to teachers for salaries.
These deductions were omitted at that early stage of the handbook.
Chapter VIII will introduce a system of actual payroll preparation

To



it

GENERAL JOURNAL
Page 8

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF.

DEBIT
AMOUNT

CREDIT
AMOUNT

34$ 12 Petty Con 1510 25 00,

25 00Cash 1501

To AecoAd iAsue o4 Petty Cash to high

school PAinclloat

13 Cash 1501

2030

25,338)00,

25,338 00--Sue=
Revenue LedgeA Detait:

Revenue 4nom State 6011,1446 $25,338.00 30

To AecoAd 'meant oi monthly State

ammolAiatiOn

14 Satan2e4 Payable 1605 14.225 00

Evenditune 2050 5,232 00

_ PayAott 1)eduction4 Payable- RetiAement

PayAott Deductions Payable- Fed.ine.Tax

1620

1620

972

1 955

85

70

PayAott Deduction4 Payable- F.I.C.A. 1620 906 25

PayAott Deductions Payable - Hosp. Ins. 1620 480 00

Cash 1501 15.142 20

AppAomiation and Expenditune LedgeA Detaitl

&ASA° Lai &WS.
110 AdministAation $ 715.00 110

211 PAincipats 1.153.00 211

212 SwAmisou 769.00 212

,213 reachem 778.00

214 LibAaAian 307.00

213

214

215 CteAlez 307.00 275

216 Teacher #164i6tant4 288.00 216

410 NUA4e 146.00 410

610 Oven. o4 Plant (Custodians) 769.00 610

$5,232.00

To AecoAd payAott Oh July 14. 1966
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including the preparation of the individual checks to be distributed
to the employees. Journal entry No. 14 reflects the summary total
of the payroll. It is necessary to liquidate the encumbrances for
that portion of each payroll covering current fiscal year salaries
from the total amount of the salaries encumbered for the current
fiscal year; therefore, there is a series of transactions recorded on the
14th to show the liquidation of these encumbrances. In addition,
a third transaction must be recorded on the 14th to show the im-
mediate payment to the U.S. Treasury of the Federal income tax
withheld from employees. Note in this transaction that the Payroll
Deductions Payable (to Federal income tax) account is debited,
which eliminates the liability; the Cash account is credited because
there has been a reductic n in the asset Cash. See pages 90, 92,
and 94 for the posting of the first journal entry to the General
Ledger accounts and pages 97 to 103 for the posting to the Appro-
priation and Expenditure Ledger accounts. See pages 93 and 94
for the posting of the second July 14 journal entry to the General
Ledger accounts, and pages 90 and 92 for the posting of the third
July 14 journal entry to the General Ledger accounts.

15. Transaction No. 15 is separate from and independent of the
payment procedure just illustrated in transaction No. 14. This
transaction illustrates the journal entry required to pay the Payroll
Deductions Payable (Retirement) shown on the balance sheet at the
close of the fiscal year and in addition the payment of an equal
amount by the school district as the school district's contribution
to the retirement fund. Therefore, a compound journal entry is
made showing a debit to the Payroll Deductions Payable account,
a debit to the Fund Balance account, and a credit to the Cash
account in the amount of $12,723. See pages 90, 92, and 93 for the
posting of the journal entry to the General Ledger accounts. In
the preceding fiscal year no entry was made for Employer's Con-
tribution to Retirement for the month of June. To correct this
error, the bookkeeper must debit Fund Balanen, rather than Ex-
penditures, since expenditures are limited to proper charges against
the current year's budget.
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GENERAL JOURNAL
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DATE ACCOUNT TITLE AND EXPLANATION
POST
REF.

DEBIT

AMOUNT
CREDIT
AMOUNT

VW
74).0 14 POAOhile 4nh FmnumilhnmkoA 2011

2060

5,232 00

5,232 00Encumbrances

To liquidate encumbrance OA payroll

o6 July 14 use same AppAopAiation

and Expenditme ledgeA detail as

above

14 Payroll deductions payable 1620 1.955 70

Cash 1501 1,955 70

To AecoAd payment to U.S. TnemsuAti

employees' income tax withheld - July

14 payroll

15 Payroll Deductions Payable 1620

2010

6,361

6.361

50

50Fund Balance

Cash 1501 12,723 00

To pay State Actiminent system the

employees' AetiAorent deductions and

the school distAiet's Shane. The

total was outAtanding at the end oA

the preceding abaft yeah.

24,5-882 0-67-6
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16. This transaction records the receipt of Cash. Therefore, the
Cash account is debited to record the increase. The balancing
credit entry is made to the Revenue control account and also to the
detail account in the subsidiary Revenue Ledger. See pages 90 and
93 for the posting of the journal entry to the General Ledger accounts
and page 95 for the posting to the subsidiary Revenue Ledger
account.

17. This transaction illustrates the journal entry necessary to repay
the Note Payable owed to the bank, and, again, a compound entry
is required. To remove the liability, the Note Payable account is
debited in the amount of $20,000 and the expense of the interest is
recorded as a debit to the Expenditures control account in the
amount of $16.40. The detail is posted to the Appropriation and
Expenditure Ledger. Note that this expense was not provided for
in the budget and will have to be adjusted later. The Cash account
is credited for the total amount, $20,016.40. See pages 90, 92, and
94 for the posting of the journal, entry to the General Ledger accounts
and page 105 for the posting to the Appropriation and Expenditure
Ledger account.

18. This transaction illustrates the method of encumbering two
purchase orders at the same time. The Encumbrance account and
the Reserve for Encumbrances account are debited and credited,
respectively, for a total of $600. However, in the Appropriation
and Expenditure Ledger where the amounts are obligated, two
separate accounts are maintained. See pages 93 and 94 for the
posting of the journal entry to the General Ledger accounts and
page 101 for the posting to the Appropriation and Expenditure Ledger
accounts.

19. This is an example of a direct expenditure and reflects the
practice often found in small and intermediate school districts where
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GENERAL JOURNAL
Page 10

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF. AMOUNT AMOUNT

1966
1501

2030

84,010 00

84,010 00,Revenue

Revenue Led eh detait:

Taxat./.on and Appkop4. Rev. - $84.010.00 11

To AecoAd Aecapt o4 tocat taxe4

17 Not Payable 1611 20.000 00

Expend-Ito/m.6

Cakh

OIL
1501

840

16_40

20,016_40

App4op/Liation and Expenditure LedyeA detail:

lnteAe6t on Cument Loam!, $16.40

To AecoAd paqment o4 note and inteAe.44

to the Nationat 13anh

2060 600 00

Rehave Koh Encumbitanceh 2011 600 00

Appup/aation and Expenatune LedgeA detect:

reatigzait_$4211.00220_
Teachina Supptieh 180,00 240

To AecoAd ihhueol Puitchahe °Adm.!.

numbehed 103 and 104

19 Expend-Ito/Leh 2050 97 00

Caah 1501 97 00

App/Eopniation and ExpendituAe LedeA detail:

atititie6 Except Heat $97.00 640

To AecoAd payment o4 June ,telephone

bitt.
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fluctuating utility costs such as those for telephone service are not
encumbered but rather are paid for directly when the invoice is
received. This item should have been accrued. The Expenditures
control account No. 2050 is debited for the full amount, $97, the
Cash account is credited to show the payment of the bill, and the
detail is entered in the Appropriation and Expenditure Ledger.
See pages 90 and 94 for the posting of the journal entry to the
General Ledger accounts and page 103 for the posting to the Appro-
priation and Expenditure Ledger account.

As a practical matter, a warrant is not prepared every time an
invoice is received. Normally, invoices will accumulate, and cor-
responding warrants will be prepared for approval at a specific
school board meeting. At any point from the time the purchase
order is issued to the time of payment, the financial records reflect
the burdenfirst in an encumbrance and finally in an expenditure
entry. Thus, if considerable time should elapse between receipt of
an invoice and preparation of the warrant, the records would still
show the encumbrance. However, when a direct expenditure is
made for which there has not been an encumbrance, any delay in
preparation of the warrant would mean that the appropriate record
would not reflect this claim against its balance.

Accounts payable are used to preclude the above-mentioned
possibility. For example, transaction No. 19 should be handled as
follows:
Transaction: Invoice is received for June telephone bill, $97.00

Debit: Expenditures_ $97. 00
Credit: Accounts Payable $97.00

Appropriation and Expenditure Ledger detail:
Utilities Except Heat $97. 00

To record receipt of June telephone bill and establish
accounts payable
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The entry on page 76 places this transaction "on the books" for the
first time. Any financial statements made between the time this
is recorded and the time the bill is paid would therefore reflect
accurately the financial condition of the school district.

When the warrant is prepared for payment, the following entry
is made:

Debit: Accounts Payable $97. 00
Credit : Cash $97. 00

Paid the June telephone bill
The entry above removes the liability. Again, the advantage

of using accounts payable for direct expenditures is in avoiding
gaps which might distort the financial position as shown by the
financial records.

There is an important distinction between accounts payable
and encumbrances. Encumbrances may represent actual amounts
based on quotations or contracts, but they may also represent
estimated amounts for goods and/or services. Accounts payable,
on the other hand, always represent actual amounts based on
receipt of the goods and/or services and an invoice whose accuracy
has been verified. Accounts payable may also be used to consolidate
payments, that is, instead of processing one small warrant for payment,
if it is known there will be others from the same vendor following,
payment may be delayed until the others have been received and
then one lump-sum payment made. Any statement of unexpended
balances prepared in the interim, however, will correctly reflect
all the expenditures which have been made, whether or not the
warrant has been written.
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20. Here is another example of direct expenditures which are not
normally encumberedthe payment of miscellaneous traveling ex-
penses to various members of the staff. The Expenditures control
account is debited and the Cash account is credited to show the
reduction in Cash. The detail is posted to the appropriate account
in the Appropriation and Expenditure Ledger. See pages 90 and 94
for the posting of the journal entry to the General Ledger accounts
and page 102 for the posting to the Appropriation and Expenditure
Ledger account.

21. At the high school, $18 was spent for office supplies out of the
Petty Cash fund. The journal entry here shows the recording of the
expenditure by debiting Expenditures and InstructionOther Ex-
penses, account No. 250, and crediting to the Cash account to show
the reduction in Cash. The key to this transaction is that when a
check is written it is paid to the custodian of the high school Petty
Cash Fund so that the custodian of the fund may cash the check and
put the money back into the Petty Cash Fund. This is a method
of reimbursing the Petty Cash Fund, and it does not change the
balance sheet total of Petty Cash. See pages 90 and 94 for the
posting of the journal entry to the General Ledger accounts, and
page 102 for the posting to the Appropriation and Expenditure Ledger
account.

22. This transaction is included to illustrate that the cost of trans-
porting goods from the manufacturer to the school district is normally
considered a cost of the goods. Therefore, the total of the invoice
$390.50 is charged to the Expenditure control account as a debit and
to the Textbooks account as a debit in the Appropriation and
Expenditure Ledger. A credit is entered in the Cash account for
the same amount. An additional journal entry is required at this
point for the same transaction in order to liquidate the encumbrance
of purchase order No. 103 both from the control accounts of Encum-
brances and Reserve for Encumbrances as well as to show the
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GENERAL JOURNAL
Page 11

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF,

DEBIT

AMOUNT
CREDIT
AMOUNT

1966
Expp it, a 21150 38 AO

Ca4h 1501 38 00

Annhoph.tation and Exnenditune LeciyeA detait'

1n4thaction - Othen Expen4e4 $38.00

To heeohd payment o4 thavet expensu

250

to Ni44 Smith

21 Expenclitune4 2050 18 00

Calh 1,5111._

250

18 00

Apphaphiation and Exvendituhe Ledaen detaiZ:,_

Inzthaction - Othen Expen4e4 $18.00

To he4mbut4e high 4ehoot Petty Ca4h

Egnsi

22 fxpenditme4 2050

1501

390 50

390 50Ca4h

Apphophiati.on and Exnendituhe Ledge) dtait:

leztlaiwili$_390,5O 220

To pay Sehoot Book Co, peA invoice,

inc1ude4 thamophtation change (14

$.12,50, Punchade OhdeA No, 103

2011 420 0022 Re4eAve 11.0h Eneumbhanee4

Encurnivtance4 2060 420 00

Apphoptiation and Expenditure Ledqvc detail:

Textbook4 $40..10 220

To tiouidate eneumbhanee o4 PuAeha4e

Ohdet No, 103
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liquidation of the encumbrance in the individual Appropriation and
Expenditure Ledger account. This is done in the same way as it
has been done in previous transactions by debiting the Reserve for
Encumbrances account and crediting the Encumbrances account.
See pages 90 and 94 for the posting of the first journal entry to the
General Ledger accounts and page 101 for the posting to the Appro-
priation and Expenditure Ledger account. See pages 93 and 94 for
the posting of the second July 22 journal entry to the General Ledger
accounts and page 101 for the posting to the Appropriation and
Expenditure Ledger account.

23. This transaction illustrates the method of exchanging one asset
for another as previously discussed in chapter II. Here the treasurer
of the school district buys $50,000 worth of 90-day Treasury bills;
therefore, the asset Investments is increased by $50,000 by debiting
the Investments account and the asset Cash is decreased by a like
amount by crediting the Cash account. See pages 90 and 91 for the
posting of the journal entry to the General Ledger accounts.

24. The journal entry for his transaction illustrates the method
of liquidating the encumbrance for the teacher's salary upon the
resignation of Miss Jones. This liquidation must be accomplished
both in the control accounts Reserve for Encumbrances and En-
cumbrances as well as the Appropriation and Expenditure Ledger
account, Teachers' Salary, No. 213. If this type of transaction
occurs during the school year, that is, after the payrolls have been
paid for several months, the amount which would be liquidated
should be only the balance remaining to be paid to the teacher in
the contract year. For example, if the teacher resigned at the
end of January, the school district will have already paid that teacher
half of her salary, $2,500, and the only outstanding or encumbered
amount remaining on the books would be an additional $2,500
and this would be the amount to liquidate. See pages 93 and 94 for
the posting of the journal entry to the General Ledger accounts
and page 99 for the posting to the Appropriation and Expenditure
Ledger account.
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DATE ACCOUNT TITLE AND EXPLANATION POST
REF.

DEBIT
AMOUNT

CREDIT
AMOUNT

T966
TuPy 93, InupAimantA

Cult
1550

1501

50,000 00

50.000
To AecoAd puttchaAe oA 90-day TtteawAy

Bats due Oetobert 22, 1966, @ 3,53%

24 ReseAve AOK EnewobAanee4 2011 5;000 00

EnewybAaneu 2060 5,000

Ao 'cation and Ex enditme Led en detait

Teacheu Sataxie4 $5,000.00

To AecoAd Ae644nat.ion o6 WAS Jane

-1Q/19.4

213
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25. This transaction is included to illustrate the type of emergency
repair bill that often comes up in the normal operation of a school
district. It was assumed in this particular transaction that some
damage such as broken windows was the result of the hailstorm and
that the school district immediately had a local contractor replace
the broken windows. The journal entry for this transaction was
a debit to the Expenditure control account and a credit to the Cash
account to record the paying out of the cash. The detail is recorded
in the Appropriation and Expenditure Ledger. See pages 90 and 94
for the posting of the journal entry to the General Ledger accounts
and page 104 for the posting to the Appropriation and Expenditure
Ledger account.

26. This transaction demonstrates a rather common practice in
dealing with vendors; that is, a discount is often given if an invoice
is paid within 10 days. The board of school directors and the
administration of a school district should be encouraged by the
person keeping the financial records to take advantage of these
cash discounts. The actual journal entry is routine in that the
Expenditure control account is debited to record the increase in
Expenditure and the Cash account is credited to indicate the payment
of the invoice. The detail is posted to the Teaching Supplies ac-
count, No. 240, in the Appropriation and Expenditure Ledger.
See pages 90 and 94 for the posting of the first journal entry to the
General Ledger accounts and page 101 for the posting to the Appro-
priation and Expenditure Ledger account.

26. A second journal entry is required for transaction No. 26 in
order to liquidate the encumbrance created by purchase order No.
104 in transaction No. 18. Here again the control account as well
as the individual Appropriation and Expenditure Ledger account
must show the proper transaction. The Reserve for Encumbrances
account is debited, the Encumbrances account is credited, and the
obligation is liquidated in the Teaching Supplies account, No. 240,
in the Appropriation and Expenditure Ledger. See pages 93 and 94
for the posting of the second July 26 journal entry to the General
Ledger accounts and page 101 for the posting to the Appropriation
and Expenditure Ledger Account.
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'illIMM11=

Page 13

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF.

DEBIT
AMOUNT

CREDIT
AMOUNT

19-66
jily 25 FrpondiluA04 2050

1501

156 DO

156 00C,.h

-----11221Wilia40141111.111201g110114dfleA detaZe

Maintenance, ContAacted Senvice4 $156.06 720

To itecond payment o4 emageney ite-

pai44._hga4tom - Lichtenbemget'A
.---

EtementaAy 6choot.

26 ExpendituAeh 2050 176 40

Ca6h 1501 176 40

AppAopAiation and ExpendituAe Ledget detait

Teach.09 Supvtie4 $176.40 240

To AecoAd payment o4 invoice 4Aom

School Suppty Co. oi $180.00. 2$

10 datg.

ReaeAve 04 Encumbhance6 2011 180'0026

Encumbhance6 2060 180 00

Appkopniation and ExpendituAe tedget detait

Teaching Suppeie4 $180.00 240

To AecoAd tiquidation o4 gncumbAance,

PuAchmse ()Ada No. 104.
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27. This transaction records the hiring of a new teacher, Miss
Mary Moore, to take the place of the teacher who resigned, Miss
Jane Jones. Note that the new contract salary must be encumbered
in the same manner as a salary is at the beginning of the year;
therefore, there is a debit to the Encumbrances account of $5,400,
a credit to the Reserve for Encumbrances account for the same
amount, and the Teachers' Salary account No. 213 is encumbered
in like manner. If this teacher were hired later in the year, the
amount to be encumbered would be only the amount which the
teacher was going to be paid for the rest of the contract year. See
pages 93 and 94 for the posting of the journal entry to the General
Ledger accounts and page 99 for the posting to the Appropriation
and Expenditure Ledger account.

28. This transaction is similar in detail to transaction No. 14 posting
the payroll totals. The second and third transactions for No. 28
in which the salary for that period is liquidated by debiting the
Reserve for Encumbrances account and crediting the Encumbrances
account and the payment of the Federal income tax withheld to the
U.S. Treasury, follow the same format as described on the 14th
payroll. One addition is made to transaction No. 28 so that the
State Retirement Board will now be paid the deductions withheld
from employees for the current month plus the school district's
retirement contribution. Please note that the Payroll Deductions
Payable for retirement in the amount of $1,945.70 is the sum of
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DATE ACCOUNT TITLE AND EXPLANATION
POST
REF. AMOU NT

DENT
NT

CREDIT

AMOUNT

1966
10 y 21 Fnommi2LanLp 20AD

2011

5400 OD

5,400 00ReseAve 404 Eneumbutnee6

Annnoartiation and EteluteLedeit detait:

TeacheA4 Seem e4 $5,400.00 213

To encumber eontnact of Mi64 Malty Moolie

28 Satazia Pagable 1605 14.225 00

ExpendituAe 2050 5,232 v0

'.: i,..../.. t e.' :,....A ,. 1.20 972 85

Payitoit, Deduetion6 Payabee- Fedanc.Tax 1620 1.955 70

Pao/tote Deduetion6 Payabee- F.1.C.A.

Payltott Deduct-Lanz Payabte- HoAn. 1n6,

Cabh

1620

1620

1501

906

480

15.142

25

00

20

A . oItiation and Exenditme Led. eh detail:

Acct.++ Titee Amount

1110 Admin.Lathation $ 715.00 110

[211 PItinciprzt..5 1,153.00

212 SupeAttaou 769.00

211

212

213 Teacheu 778.00 213

214 Libltaillan 307.00 214

15 CLetti211 307,00 215

216

410

216 Teacher A444 288,00tant4

410 NUAAg. 146.00

610 Open.. oli Ptant (Cu4todians) 769.00 610

$5,232.00

To fteeoltd payment oi Juty 28, 1966

pagitatt
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$972.85 withheld on the 14th payroll and the same amount with-
held on the 28th payroll. Following the same procedure as in
transaction No. 15 where the Payroll Deductions Payable for the
preceding year were paid, a compound entry is used. The debit
entries are to the Payroll Deductions Payable and Employers
Retirement Contributions accounts, each in the amount of $1,945.70,
and the credit entry is to the Cash account for the sum of both,
$3,891.40. See pages 90, 92, and 94 for the posting of the first
journal entry to the General Ledger accounts and pages 97 to 103
for the posting to the Appropriation and Expenditure Ledger
accounts. See pages 93 and 94 for the posting of the second July 28
journal entry to the General Ledger accounts, and pages 90 and 92
for the posting of the third July 28 journal entry to the General
Ledger accounts. See pages 90, 92, and 94 for the posting of the
fourth July 28 journal entry to the General Ledger accounts, and
page 105 for the posting to the Appropriation and Expenditure
Ledger account.

29. This transaction shows the journal entries for a contract awarded
to an architectural company for the design of a new building. It is
treated just as any other contract or purchase order by having a
debit to the Encumbrances account and a credit to the Reserve for
Encumbrances account, and entering the obligation in the Encum-
brances column of the Appropriation and Expenditure Ledger
account, Capital Outlay for Buildings, No. 1220. This procedure is
often used in the initial stages of developing a new school building.
At a later time when bonds are sold to finance the construction, the
General Fund of the school district is reimbursed for expenses such
as architectural fees. See pages 93 and 94 for the posting of the
journal entry to the General Ledger accounts and page 106 for the
posting to the Appropriation and Expenditure Ledger account.

30. This transaction represents a payment to the school district by
the insurance company of a portion of the hailstorm damage. Since
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DATE ACCOUNT TITLE AND EXPLANATION
POST
REF, AMOUNT AMOUNT

19'66
'hay 2R RPAPhVO 4011 Fprombhaneez 2011

2060

5,232 00

5,232 00Eneumbhance4

To liquidate enembhance4 Aoh payhott

oi July 28, u4e flame Apphophiation

and Expenatme Ledge4 detail a4 me-

vim& entity.

------21EataaLkfiletialliPallaate _ta0
1501

7,955 70

1.955 70Caih
To hecohd payment .to U.S. Theazuhy o4

'UI'd ". I OW * . . ii''

21211iNgee

28 Payhott Deduction4 Payable 1620

2050

1,945

1,945

70

70Expenditme4

Cush 1501 3,891 40

---.11graWailitialifikiallialtrialdijjrdlik.-._-----
Empl. RetiAement Conthaution- 0,945.70 810

To hecohd payment o4 employee deduc-

tion4 and emPtoyek hetiAement conthl-

bution to State

29 Encumbhance 2060

2011

8,000 00

8,000 00ReseAve 40h Enumbhance4

.hoh.iation and Ex.enditune Led,e4 detail:

Capitat Outlay - 5uildinq4 $8.000.00 1220

To Itecohd contAact with A/A

Mehl-tee-tuna Co.

30 Ca4h 1501 106 00

Expendituhes 2050 106 00

11221224.1WILWILF==g41113011gaiti
Mabitenaxce - Cont. Sva4. $106.00 720

To hecohd Aeceipt o4 in4uhance adjustment
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cash. is received and the asset is increased, the Cash account is
debited. Note, however, that the credit is to the Expenditure
control account and the appropriate detail account rather than to
a miscellaneous revenue account. The principle behind this credit
entry, which is called an Abatement, is that such an expenditure
was not a normally budgeted item dnd that, therefore, the money
received in the insurance adjustment should be made available again
for maintenance to be spent for the originally budgeted purpose.
See pages 90 and 94 for the posting of the journal entry to the
General Ledger accounts and page 104 for the posting to the Appro-
priation and Expenditure Ledger account.

31. This transaction shows how to make the journal entry when some
of the school district's investments mature. In this case, the school
district had paid $9,912.50 for some 90-day Treasury bills at 3Y2 per-
cent interest. They received $10,000 in cash, the difference being
the earned interest. Since the cash is being returned to the school
district, this is an increase in one asset and a decrease in another.
The Cash account is debited for the fall amount of $10,000, the
Investments account is credited to show the decrease of $9,912.50 in
the amount of the investment asset, and the additional amount of
$87.50 is credited to the Revenue control account and the detail is
entered in the subsidiary Revenue Ledger. See pages 90, 91, and 93
for the posting of the journal entry to the General Ledger accounts
and page 96 for the posting to the Revenue Ledger accounts.

88



GENERAL JOURNAL
Page,11_

DATE ACCOUNT TITLE AND EXPLANATION POST
REF,

DEBIT CREDIT
AMOUNT AMOUNT

1966
Tidy 31 rash

Intratmenta

Revenue

Revenue Led eh

Other vvenue 4Aom taaat 4ouivie.6 $87.50

us.aLct,(Watatti_d90:day TAecauAy

bitt4 a 3,5% intexeat tate

1501

1550

2030

10,0D0 AO

9,912 50

87 50

89
245-882 0-47-7



To keep the ledger accounts current, the entries in the journal are
posted promptly. This practice distributes the work more evenly,
and all of the posting does not have to be done at one time. On the
next several pages are all of the accounts of the General Ledger,
Revenue Ledger, and the Appropriation and Expenditure Ledger.
The first account in each Ledger is shown on a full page to show
that, in reality, ledger sheets are full page; however, to save space,
several ledger accounts are shown on one page elsewhere in this
manual. Immediately following the illustrated accounts, the trial
balance is taken again to assure that for every debit there was a
credit and that the financial books of the school district are in balance.

Account Caah

GENERAL LEDGER

Account # 1501

Page, 1

DATE EXPLANATION POST
REF.

DEBIT
AMOUNT DATE EXPLANATION POST

REF,
CREDIT

AMOUNT
1966
1414_LPAgatixth12a/.

5

11 .

'

1,'l"
I

Oh 11

Payment .to
',ft,. 14 3,673 25.

rttitt°gegq'm --4,4*. J5
cte., ( t ,

Anggimin4u4'

7

J7

48 50;stg tinom Nat .C.
20,000 1.800 00

g.11,11/am State
J8 25,338 0

01

12

14

air. Petty

Payltott

J8

J8

25

15.142

00

20
16 iggillais J10 84,010

30 ,ue'.tig 'efti I"' J15 1.a601.14
igeggo

Ik 15

pp

nede4ax

P. 4°emebd.

J9

J9

1,955

12,723

70

00
31

Mat o4 9 day
Theta. 116

ez;-.1 .

17 tcotYNirt;2.6Sitg J10 20,016 40

19
lui tetephone

110 97,1)0

00

00

20
Tee ekoen4e
Pito,Sman 111 38

11
Rekmb. H.$
Petty ca.shiiun011 18

23

.,..r
0,..y Tnea4.

. 112

390

50,000

50

00

55
tmeng. nepa4n
Lich 713 156 ,00

40

,

26

28

.

qemeeh.

EaSpiy_Eg.

Pawtott
'a o de.
,. ..

713

J14

176

15.142 X20

.

?8 ralYtyin93. 115 ,Ao IP
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Account Potty Cash

GENERAL LEDGER

Account # 1510

Page

DATE EXPLANATION
POST
REF.

DEBIT
AMOUNT

DATE EXPLANATION
POST
REF.

CREDIT
AMOUNT

196 6
Juty 1 Beg. Balance 31 400 0

j2
Issue Petty Cash

n. S. Plan. 18 D_to
* ce

GENERAL LEDGER

Account 2tuapaisLExpeziP_______ Account # 1530

Page _I_

DATE EXPLANATION
POST
REF.

DEBIT
AMOUNT

DATE EXPLANATION
POST
REF.

CREDIT
AMOUNT

19.6
:, :, , , ,,_. II
1 :. pc?' cy ,oh.

II
i 11 O.

Account

GENERAL LEDGER

Accounts Recavabte Account # 1540

Page

DATE EXPLANATION POST
REF.

DEBIT
AMOUNT

DATE EXPLANATION
POST
REF.

CREDIT
AMOUNT

19 6
,r, t.: , , .

GENERAL LEDGER

Account InuPAAlvwn,tA Account # 1550

Page

DATE EXPLANATION
POST
REF.

DEBIT
AMOUNT

DATE EXPLANATION
POST
REF.

CREDIT
AMOUNT

11
RI

Bat I 111111MMINSW.Y , e ,a1 : 50

a ase 7 WIPE ,
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Account Satani.e4 Payable

GENERAL LEDGER

Account # 1605

Page, 1

DATE EXPLANATION
POST
REF.

DEBIT
AMOUNT

DATE EXPLANATION
POST
REF.

CREDIT
AMOUNT

1966
JuLy14 pay summenpa hatX J8 14.225 0

966
tau_ 1 Beg. Balance J1 56.900 10

28
2n summen
paymmx J14 2214 5, 00O.

WI, 'FTC, PP

Is, 430

GENERAL LEDGER

Account Attoiliath41140/iition.6 Account # 1610

Page

DATE EXPLANATION
POST
REF.

DEBIT
AMOUNT

DATE EXPLANATION
POST
REF.

CREDIT
AMOUNT

1966
Iuty13 Pay o vendou J4 3,673 251% 1 Seg. Batance J1 3.673125

GENERAL LEDGER

Account llots45Egasikts-. Account # 1611

Paw. _1____

DATE EXPLANATION
POST

REF.

DEBIT
AMOUNT

20,000 Onlilly

DATE

k

EXPLANATION

Loan Pcom
RatiruaLlIaa16

POST
REF.

CREDIT
AMOUNT

20,DDD 170

1966
1flf 17

Pay Nationat
Ranh 110

GENERAL LEDGER

Account Payhott. Deductions Payable Account # 1620

Page

DATE EXPLANATION POST
REF.

DEBIT
AMOUNT

DATE EXPLANATION
POST
REF.

CREDIT
AMOUNT

1966
luty14

Pq minc. tax
xahhet J9 1,955 70Juty

1966
14ey. Balance J1 6,361 5'

Pa orp o ee
, A ' I/ I . I . . I ' : tl . I.

28 DYSON tax 715 1,955

.,

70

,

14 ed. Inc. Tax

s

J8

.11._

J8

1.955

9t.

7'

Pa ,or tote,

14 capita Ins. 480 0

8 ed. Inc. Tax J14 1,955 7

28 .1.C.A. J14 906 2

i
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GENERAL LEDGER

Account Fund Batance Account # 2010

Page __I___

DATE EXPLANATION POST
REF.

DEBIT
AMOUNT

DATE EXPLANATION
POST
REF.

CREDIT
AMOUNT

L946
xtu 1

set up apphormi-
at4on account J3 639

!19
O ppxy

66,930

1 Beg. batanee J1 34,410 1f

15
SchiDiat'd until.to leatinomeni /9 A 3A1 50 1

Set up Eat.
8P11 nerniint 12 A10,;2_0

2.500
447,430

116

OC
15

6 f4, er/ so
4

Rev44e eat.
evenue

4/JI.iS
J5

GENERAL LEDGER

Account ReaeAve doh Eneumbrtanee6 Account # 2011
Page I

DATE EXPLANATION POST
REF.

DEBIT

AMOUNT
DATE EXPLANATION

POST
REF.

CREDIT
AMOUNT

9.6 01916 n:umbett aU
'

.s, g

4. P.O. 0102 11111 50 001 2 lalm e4 P. 5 o

144 y 14

MITIRSIIIIIMIIIIMIR
5 232 00 7

1110.RIIIII
lembeit P.U. H 50 01

rt
4 ,, ' b once rumplel

S nctinleit 11444

...mum
IRMIIIIIIMINw,IIMIEBNIIIII=IINIFI

ii:q. 3144 8 IIIIMININ !I n : m2. mtl. INIIMNI..PI
/4, //9 00

GENERAL LEDGER
30'7, 9e1.. ve. 044,105 00

Account Estimated Revenue Account # 2020
Page

DATE

Mit
4

EXPLANATION POST
REF,

DEBIT

AMOUNT
DATE EXPLANATION POST

REF.
CREDIT

AMOUNT

Set up Eat.
,Rev. account 72 610.520 04
Set up kev4sed
Rev. EAt. J5 2.500 DC,

0.2,020 00

GENERAL LEDGER

Account Rovenaa Account # 2030
Page 1

DATE EXPLANATION POST
REF.

DEBIT
AMOUNT

1
DATE EXPLANATION

POST
REF.

CREDIT
AMOUNT

966
tag

PI Schoot
5 DaNtuct

4onthty State
13 apptp-

J5

JS

675

25,338

84.010

00

04

006 iMPlaas J10
Int. on 9 0-

51 ony The44, RiPi J16 A7 A
no, /10 50
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Account Appkaptiationt

GENERAL LEDGER

Account N 2040

Page

DATE EXPLANATION
POST

REF,

DEBIT

AMOUNT
DATE EXPLANATION

POST
REF,

CREDIT
AMOUNT

p/lpp,a- ...,,
--t

Accoun Expenctite.6

GENERAL LEDGER

Account # 2050

Page _l___

DATE EXPLANATION
POST
REF,

DEBIT

AMOUNT
AT

1

D E

I

EXPLANATION
POST
REF,

CREDIT
AMOUNT

7 9. : Pay XYZ fictActwait,.
1), , '' I

1196

S

7nzunance Adi.
., fi! nA Ag 115 106 DO

ilaprm. and III 60011;

.
WI
v on as

- ,
en. ri

INIIIIMINE
HI

II
tin e ep one mine,
hay pc enze rommigil

. ISA
ni um Louse I . .

Pa oat

mu
'1,1

1

390

aeniqtm Sc f 1111 156 1,

Pay Se oat I

1.1WHIMIIIIIIIMMOi.
MINE1/12111111711 94 II!

/41f14s0 /2,150 SO

Account EncumbhancoA

GENERAL LEDGER

Account # 9060

DATE EXPLANATION
POST
REF.

DEBIT
AMOUNT

DATE EXPLANATION
POST
REF.

CREDIT
AMOUNT

AM:ITO-4U
itOrale

04
A J.fi

pm
. NOM ., I i IN 111

f,1

00

t E' pen

p
a

ff
4e4-

. .

ril
Mil

RI ININIEWMILIIIEll
1111M1111111e1
IRMIIMIS111.11511111

RI 4..q:Sa,',en . enmg!!
AG, /Pt

VIm 4 hall. iroluirmi
IFIKEIMMIRIMMIMI
pH ea. en .S; arty immigni IIIIIIIMINIIIIIIIIIIMI

1111M1111111INIIIIIIMBIRI. 01 'aY-0 IIIIIIIMIRIN
507, TIC 00 SLY, /05 0
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1

REVENUE LEDGER
Account 0. 11 Revenue fkom Load Soutteea
Account Desc iption Taxation and AppAopniaUms Received

Page_L

DATE REF.

1966
July 1 J2

16 J10

ESTIMATED
REVENUE

ACTUAL
REVENUE

TOTAL REVENUE
TO DATE

BALANCE

353,270 00

84,010 00 84,010 00

353,270 00

269,260 00
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REVENUE LEDGER
Account N 74

Account Description ()then Revenue 4/W Loeat Sowite4
Page..L___

DATE REF. ESTIMATED
REVENUE

ACTUAL
REVENUE

TOTAL REVENUE
TO DATE BALANCE

1966
1 .12 300 DO 300 00_lag
4 J5 2,500 00 2,800 00

31 .116 87 50 81 50 2,712 50

REVENUE LEDGER
Account # 20
Account Description Revenue tiltom Inteninectiate SoWtee.6

Page 1

DATE REF, ESTIMATED
REVENUE

ACTUAL
REVENUE

TOTAL REVENUE
TO DATE BALANCE

1966
July 1 12 220 DO 220 00

REVENUE LEDGER
Account # 30
Account Description Revenue Ptotn State SOLVT.C424

Page I ,

DATE REF. ESTIMATED
REVENUE

ACTUAL
REVENUE

TOTAL REVENUE
TO DATE BALANCE

1966
: :

13 18 25 338 00 25,338a 00 228 e_____042 00

REVENUE LEDGER
Account # 40

Account Description Revenue Thom Fedeitat. Sotacea
Page_

DATE REF. ESTIMATED
REVENUE

ACTUAL
REVENUE

TOTAL REVENUE
TO DATE BALANCE

M1u.y
1 12 2,000 00 2,000 00

REVENUE LEDGER
Account # 80

Account Description Revenue korn athek School ViAticiaS in State
Page J___

DATE REF. ESTIMATED
REVENUE

ACTUAL
REVENUE

TOTAL REVENUE
TO DATE BALANCE

1966
July 1 12 1,350 AD 1,350 nO

OD
5 15 675 00 675 00 675
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Account # 110

APPROPRIATION AND EXPENDITURE LEDGER

Account Description Adminittnatian Satwaez

Page

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI.

TURES

TOTAL
ENCUM-

BRANCESAND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966

jay 1 J3 18,600 00

00 18,600 00 18,6000

18,600 00 715 OC 715 20

18,600

19,315

OC.

04

18,600

0

/715

00

00

OV

1 J4 18,600

14 J8 18,600 00

14 J9 18,600 00 715 00 17,885 00 715 )0 18.600 OC 0 00

2E J14 18.600 00 17,885 00 715 04 1,430 JO 19,315 04 /715 OV

28 J15 18,600 00 715 00 17,170 00 1.430 70 18.600 OC 0 00
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APPROPRIATION AND EXPENDITURE LEDGER
Account # 120

Account Description Admim4.4ttation - Contnacted Senvica

Page 1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Jutyl 33 250 DO

I

250 90

APPROPRIATION AND EXPENDITURE LEDGER
Account # 130

Account Description AdmirtiWtation - Met Expense

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Juty1 .73 300100 1 300 00

APPROPRIATION AND EXPENDITURE LEDGER
Account # 211

Account Description Inetuction Pnincipat6 Sataitiee

Page 1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Juty1 J3 30.000 00 30.00600

1 J4 30.000 00 30.000 00 30.000 00 30.000 0C COO

14 J8 30,000 00 30,000 00 1,153 00 1,153 00 31,153 00 /T,154,01i

14 J9 30,000 00 1,15390 28,847 p0 1,153 00 30,000 00 X00

28 J14 30.000 00 28.847 00 1,153 00 2.306 00 31.153 00 /T.15 Olf,

28 J15 30.000 00 1.153)0_27,694,00 2.306 00 30.000 00 L00
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APPROPRIATION AND EXPENDITURE LEDGER

Account # 212

Account Description ittatuetion SupeAvi4on4

IIIIMM

Page_L

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCESIAND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCE

OBLIGATE LIQUIDATE

1966

rut 1 J3 20.000 00
20.000 00

1 J4 20,000 00 20,000110 20,00u po

p0 769 00 769 00

20,000

20,769

00

00

0

/769

00

077
14 J8 20.000 00 20,000

14 J9 20.000 00 769 70 19.231 00 769 00 20.000 00 0 00

28 .114 20,000 00 19,231 00 769 00 1,538 00 20.769110

20 000 00

/769

0

p71

00
28 J15 20.000 769 70 18.462 00 1 538 00

APPROPRIATION AND EXPENDITURE LEDGER
Acctunt # 213

Account Description _Illitatis.V.rithezakSaiduties

Page

DATE REF.
APPROPRIA-

T1ONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES;AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCE

OBLIGATE LIQUIDATE

1966

ut 1 J3 390 00000
390 00000

4 J4 390 00000 390,00000 390,00070 390.00000 000

14 J8 390.000p0 390.00070 778 00 778 00 390.77800 0.78g

14 J9 390.0000 778 00389,222 0 778 00\ 390,0000 000

24 J12 390 00000 000 00384,222 0 778 oa 385,00000 5.00000

27 J14 390 00000 5 40000

1--45 1

389 622 0 778 Oq 390,40000 11.000;

28 J14 390,00000 389,62200 778 00 1,556 00 391,17800 /7.,17801

28 J15 390.00090 778 00388,844 0 1.556 00 390.40000 MOOT
F- T
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APPROPRIATION AND EXPENDITURE LEDGER
Account N 214

Account Description lnatAuction - Libluvtian SataAtez

Page 1

DATE REF.
APPROPRIA-

T1ONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Jut 1 3 8 000 00

8 000 00M 11 1 1 1 11 11 IIMIIIINfi
14E1 8.000 0 8,000 0 307 00 3071 8,307; 1707 it

281ffli
/ P / I / i 0

8 000 fl 307 10 14n, . 0 I 111

. INIMPER I I IMI
AND EXPENDITURE

111111MMnn 1

LEDGER .,....._ I

, ,

Av.. APPROPRIATION
ccoun

Account Description ingttAiLeteidactim.e.o

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPENDI-
TUBES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Jay; .73 8,090.00 1

8,000 00

1 J4 8.000 00 8,000 00 8,000 00 8.000 00 0 00

14 38 8,000 00 8.000 p0 307 00 307 0C 8,307 00 /707 Or

14 19 8,000 00 307 70 7,693j10 307 0( 8,000 00 0 00

28 J14 8,000 00 7,693 p0 307 00 614 OC 8.307 00 (707 a'

28 J15 8.000 00 307 00 7.386 100 614 Ols 8.000 00 0 00

Account # 216
APPROPRIATION AND EXPENDITURE LEDGER

Account Description InatAttetion - Teachm A64iAtants

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPEND(-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCE

MI
I IIIII

OBLIGATE LIQUIDATE

mi33 7 500 10

1 J4 500 MIPI A r MII
11111111111101,
MI
IMMINIMMI,
IMINIMPII,

J9 7 500 10

MINE, , : . PRIMMIIIMIN
ffirjr19111111

FAMININIMIN

288 0 Mr
IIIMPIIMIIIIIMININIMMI

.

.,IIMMIN
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APPROPRIATION AND EXPENDITURE LEDGER
Account # 220

Account Description InstAuction Textbooh4

Page I

DATE REF.
APPMDPNA-

TIONS

ENCUMBRANCES
TOTAL
ENCUM-
BRANCES

EXPENDI-
T URES

TOTAL
EXPENDI-
TURES

TOTAL
ENCUM-

BRANCESAND
EXPENDI-
TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966

uty 1 13 2,000 00 2.000 00

18 310 2,000 00 420 00 420 0 420 00 1.580 00

22 111 2,000 00 420 0 390 50 390 5C 810 50 1,189 50

22 J11 2.000 00 420 0 0 0 390 5C 390 50 1,609 50

APPROPRIATION AND EXPENDITURE LEDGER
Account # 230

Account Description In4thuctioft - Lanahy.Supaiez

Page

DATE REF.
APPMOPMA-

TIONS

ENCUMBRANCES
TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-
TURES

TOTAL
ENCUM-

BRANCESIAND
EXPENDI-
TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966

;ay 1 13 700 OC 700 OC

APPROPRIATION AND EXPENDITURE LEDGER
Account # 240

Account Description InAtAuction - Teaching Supptie6

Page 1

DATE REf.
APPROPMA-

TIONS

ENCUMBRANCES
TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDS-
TURES

TOTAL
ENCUM-

BRANCESIAND
EXPENDI-
TURES

UNEM-
CUMBERED
BALANCE.OBLIGATE LIQUIDATE

1966
Vto 1 13 1.700 00 1.700 00

18 110 1.700 00 180 00 180 00 180 00 1.520 00

26 113 1,700 00 180 00 176 40 176 40 356 40 1.343 60

26 113 1.700 00 180 00 0 00 176 40 176 40 1.523 60
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APPROPRIATION AND EXPENDITURE LEDGER
Account # 250

Account Description_

Page 1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPEND,-
TURES

TOTAL
s-XPENDI-

TURES

TOTAL
ENCUM-

BRANCES AND
EXPEND,-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
,1141.1 J3 500 500 D(

020 J11

_,00

500 00 38k 38 A9O 38 0 4h2ji j 01
APPROPRIATION

10 18 0 56 QO 56 JO 444 0(

AND EXPENDITURE LEDGER
Account 0 410

Account Description Heath - Moues Warty

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES AND
EXPEND,-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
JutY1 J3 3 800 00

3,800 00

3,800

0,00
LT46_,OE

0

LT46

0

00

00

OF.

00

1 J4 3.800 p0 3.800 00 3,800 90

14 J8 3,800 00 3,800 90 146 00 146 06 3.946 00

14 J9 3,800 00

00

146 JO 3.654

3,654

)0
90 146 00

146

292

06

OL

3,800

3.946

00

0028 J14 3.800

28 J15 3.800.90 146 0 3.508 JO 292 0 3.800 00

APPROPRIATION AND EXPENDITURE LEDGER
Account 0 420

Account Description Heath. Otheir. Expense

Page _1._

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPEND,-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES AND
EXPENDI

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Juty1 J3 200 190 I I I I I I 200 190

APPROPRIATION AND EXPENDITURE LEDGER
Account N 520

Account Description_rasusepilatatianCanttiart

Page

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPEND,-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES AND
EXPENDS-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966Jay, J3 4,150 Do 4,150,00
0 009 J6 4.150 00 4.150 00 4.150 00 4,150 0
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APPROPRIATION AND EXPENDITURE LEDGER
Account # 610 ,1
Account Description OpMation o4 Ptant - SataAie6

Page

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES;AND
EXPENDI -

TURES

UNEM-
CUMBERED
bALANCEOBLIGATE LIQUIDATE

1966
Juty1 J3 20,000 90 70,000 p0

1 J4 20,000 Ill II JO,Or -111filaILAL114211
14 J8 20 000 00 20 000 0 769 00 769 0f 20.769 00 L769 1
14 J9 20 000 00 769 a 19 231 0 769 OC 20,000 00 0 PO

28 J14 20 000 00 19 231 0 769 00 1,518 OC 20 769 00 L769 JOE

28 115 20.000 DO 769 JO 18.462 0

APPROPRIATION AND EXPENDITURE LEDGER
Account # 630

Account Description OpeAation o4 Ptant - Heat

Page 1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

190
Juty1 13 6.000100 1

I
6.000 00

APPROPRIATION AND EXPENDITURE LEDGER
Account 0 640

Account Description Opmation o4 Ptant - UtiLitiea

Page 1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPEND!.
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Juty1 J3 2,100 20 2,100

2.003

20

JO19 310 2.100 JO 97 00 97 00 97 00

Account 0 650
APPROPRIATION AND EXPENDITURE LEDGER

Account Description OpeJu o4 Ptant Supptie6

Page

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURFS

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Juty1 J3 690 100

I 1
690 10
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APPROPRIATION AND EXPENDITURE LEDGER
Account # 660

Account Description Operation 66 Ptant - Otheit Expenze

Page

DATE REF. APPROPRIA-
TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
July1 .13 100 00 100 00

2 J4 100 00 5 00 5 00 5 00 95 00,

006 .15 100 00 5 10 0 00 0 00 100

APPROPRIATION AND EXPENDITURE LEDGER
Account # 720

Account Description Maintenance oA Ptant - Cont. 'tatted Se. mica

Page 1

DATE REF. APPROPRIA-
TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Ju .41 J3 3,100 00 3,100 00

7 J6 3.700 00 50 00 50 00 50 OC 3,650 00
10 Jl 3.100 00 50 00 48 SC 48 j0 98 50 3.601 50

10 J7 3.700 00 50 po 0 00 48 ,0 48 50 3,651 50
25 J13 3,700 00 156 00 204 ;0 204 50 3,495 50

30 .115 3,700 00 LT06 037 98 ;0 98 50 3,601 50

APPROPRIATION AND EXPENDITURE LEDGER
Account 0 730

Account Description Maintenance o4 Plant Replacement og Equipment

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCESIAND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
MO .13 1.400100 1 I I 1.400100
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APPROPRIATION AND EXPENDITURE LEDGER
Account # 810

Account Description Fixed Chcmga - Retiitement and FICA

Page 1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI -
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES, AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
JutY1 J3 45,600 00 45,600 .00

j028 J15 45,600 00 1,945 70 1,945 7(. 1,945 7043,654

APPROPRIATION AND EXPENDITURE LEDGER
Account # 820

Account Description Fixed Chame4 - Iratutartee Pnemaano

Page 1

ENCUMBRANCES TOTAL

DATE REF.
APPROPRIA-

TOTAL
ENCUM- EXPENDI-

TOTAL
EXPENDI-

ENCUM-
BRANCES,AND

U NEM-
CUMBEREDTIONS OBLIGATE LIQUIDATE BRANCES

TURES
TURES EXPENDI- BALANCE

TURES

1966
JutY1 J3 2.700 00 2 700 00

11 J7 2.700 00 600 00 600 00 600 00 2.100 00

APPROPRIATION AND EXPENDITURE LEDGER
Account # 840

Account Description Fixed Chaitata - Intem.s an Cturitent Loan

Page 1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES, AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
July17 JI0

I

16 40 16 110 16 40 LT6 ttgl

APPROPRIATION AND EXPENDITURE LEDGER
Account # 1110

Account Description Community Sekvice4 - Recuation

Page

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES1AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
ltityl j3 500 100 500 00,

105
245-882 0-67-8



APPROPRIATION AND EXPENDITURE LEDGER
Account # 1130

Account Description Comatity SeAvicesS - Pubtic Lilvtaity

Page

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
J3 500 470 500 )0,juZy1

APPROPRIATION AND EXPENDITURE LEDGER
Account 0 1220

Account Description __Cataltaiflutlaki2tatigh

Page 1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCESAND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
juitil

29

J3 12,000_20
J15 J2,000 0

2,000
14,000

0

070 8,000 90 8,000 0 8,000
1

APPROPRIATION AND EXPENDITURE LEDGER
Account # 1230

Account Description SAPAACILSIktiaLL0.42DIent

Poge 1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
liki,y 1 J3 4,000 00 4,000 00_



APPROPRIATION AND EXPENDITURE LEDGER
Account # 1310

Account Description Debt Se Aviee, Naneipat

Page 1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCESjAND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
JuLyl 13A 32.000 00 I I I I I I I32.000 00

APPROPRIATION AND EXPENDITURE LEDGER
Account # 1320

Account Description jektliAL4ice,Inteseit____
Page 1

DATE REF. APPROPRIA-
TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCESjAND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
JutYI 33A 2.500 00 2,50000

Account # 1410
APPROPRIATION AND EXPENDITURE LEDGER

Page

Account Description Outgoing Than 4e4i, Twition

DATEDATE REF. APPROPR1A-
TIONS

ENCUMBRANCES

TOTAL

BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCESjAND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
JuLgi .IM 440 00 440 00
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Trial balance

Since the Revenue and Expenditures accounts are General Ledger
summary accounts, it is good practice to compare the total of each
with its respective subsidiary ledger before completing the trial
balance. In the subsidiary Appropriation and Expenditure Ledger
the entry in the Total Expenditures column of each account should
be listed, and the sum of all such entries should equal the balance in
the General Ledger account, Expenditures. This is accomplished
by preparing a Schedule of Expenditures as shown on page 109.

Please note that accounts without entries are listed; this is done to
preclude omitting an account with an entry. The total, $13,844.50,
should and does agree with the balance in the Expenditures summary
account, page 94. This procedure should be followed for all
General Ledger summary accounts.

At this point, it might be well to review the purposes of the trial
balance, why and how it is prepared, and what actions might be
taken in case the debits and credits do not balance. The trial bal-
ance is prepared from the General Ledger. All active accounts in
the General Ledger have either a credit balance or a debit balance.
To prepare a trial balance, list all active accounts in the General
Ledger with their respective balances. Place the debit balances in
one vertical column and the credit balances in an adjoining column.
After the listing is completed, add the two columns. If all postings
have been accurately made, and no errors have been made in com-
puting the balances, the total of the debit and credit columns will
be equal.
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HYPOTHETICAL SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES

July 31, 1966
Acct,
No. Account Title

110 Administration, Salaries $1, 430. 00
120 Administration, Cont. Svcs
130 Administration, Other Expenses

TOTAL ADMINISTRATION $1, 430. 00
211 Instruction, Principals' Salaries 2, 306. 00
212 Instruction, Supervisors' Salaries 1, 538. 00
213 Instruction, Teachers' Salaries 1, 556. 00
214 Instruction, Librarian Salaries 614. 00
215 Instruction, Clerks' Salarits 614. 00
216 Instruction, Teacher Assistants 576. 00
220 Instruction, Textbooks 390. 50
230 Instruction, Library Supplies
240 Instruction, Teaching Supplies 176. 40
250 Instruction, Other Expenses 56. 00

TOTAL INSTRUCTION 7, 826. 90
410 Health, Nurse's Salary 292. 00
420 Health, Other Expenses

TOTAL HEALTH 2t
520 Transportation Contract
610 Operation of PlantE.alaries 1, 538. 00
630 Operation of PlantHeat
640 Operation of PlantUtilities 97. 00
650 Operation of PlantSupplies
660 Operation of PlantOther Expenses

TOTAL OPERATION OF PLANT 1, 635. 00
720 Maint. of Plant Cont. Svcs 98. 50
730 Maint. of PlantRepl. of Equip

TOTAL MAINTENANCE OF PLANT 98. 50
810 Fixed ChargesRet. & F.I.C.A 1, 945. 70
820 Fixed ChargesInsurance Premiums 600. 00
840 Fixed ChargesInt. on Curr. Loan 16. 40

TOTAL FIXED CHARGES 2, 562. 10
1110 Community ServicesRecreation
li80 Community ServicesPublic Libr
1220 Capital OutlayBuildings
1230 Capital Outlay Equipment
1310 Debt ServicePrincipal
1320 Debt ServiceInterest
1410 Outgoing TransfersTuition

TOTAL EXPENDITURES $13, 844. 50 $13, 844. 50
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;

Checking the trial balance

If the trial balance is not in balance the first time, calculations
and postings should be checked back in a logical order. The follow-

ing order is suggested:
(1) Check all listings in the trial balance to see if the amounts
appearing in the General Ledger have been correctly transcribed
to the trial balance, and are correctly entered in the debit or
credit column as the case may be.
(2) Check calculations of the balances in the General Ledger
itself. A credit entry may have been incorrectly added instead
of subtracted from some asset or expense account, or some
debit entry may have been incorrectly added to some revenue
or liability account. It may also be just a plain error in adding

or subtracting. If the difference or error is divisible by nine,
watch for a transposition of figures,
(3) Check the postings from the General Journal to the General
Ledger. A debit may have been posted as a credit or some
credit may have been posted as a debit, or the figures may
have been posted incorrectly.
(4) If necessary, when the error has not yet been found, re-
check the journalizing of the entries into the General Journal
of the various transactions; a debit may have been journalized
as a credit or some credit may have been journalized as a debit.
Remember, that every individual journal entry should be in
balance.

The illustration shows the trial balance taken from the ledger
accounts posted in this chapter. It is complete and in balance and

will be used in the succeeding chapter in developing the various
monthly reports and interim balance sheets customarily prepared.
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HYPOTHETICAL SCHOOL DISTRICT
Genekat Fund
Taiat Balance
July 31, 1966

Account Titte
Acct. .

No
Vebit Caedit

Cash 1501 82,325 31

Petty Cash 1510 425 0'

Paepaid Expense

Accounts Receivable

1530

1540

1550

4 200

3,652

64,934

0
1

71Investments

Sataties Payable 1605 28,450 00

Paykoti Deductions Payable 1620 2 772 50

Fund Balance 2010 1,138

507,986

65

00Reseave Aok Encumbrances 2011

Estimated Revenue

Revenue

Applcogniation4

2020

2030

2040

613 020 0
110,110

639,930

50

00

Expenditures 2050 13 8441

Ettgirtatt 2060 507 98612

1 290,38715E 1,290,387 65
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Illustration 2

The first illustration below shows what should occur
when a $50 cash purchase is made. Note that the $50 is
first recorded in the journal and then posted to the Evend-
iture control account; subsequently the detail is posted
to the account (in this case No. 240) in the subsidiary
ledger. For this illustration (and also for illustrations 3,
4, and 5, which follow) we have assumed that $300 was
budgeted for Account No. 240, InstructionTeaching
Supplies, and that the appropriation was entered in the
account from the General Jourqal, page 1, on July 1.

GENERAL JOURNAL

GENERAL LEDGER

Account Cxnenctitwte.4 Account #

Page I

DATE EXPLANATION
POST DEBIT

DATE EXPLANATION
POST CREDIT

1966
REF, AMOUNT RIF, AMOUNT

.1u4 1 Supp2e4 quit. J2 e/ 50 100 1

Account CaAlt Account # 1501
Page

r[NATIONai ST

REF,
DEBIT

AMOUNT 11
DATE

1966
EXPLANATION

POST
REF,

CREDIT
AMOUNT

I Wag I 1 SuppticA ptth. J2 50 00

DATE ACCOUNT TITLE AND EXPLANATION
POST
REP, AMOU

DEBIT
NT

IT
mOUNT

1966 IA
r r 50 rrJul 1 Ex enclittotos

Cash 50

To tte.coitd ptachase oK AUppUe.s.

Ve.taLt Pasirt I

Acct. No. cunt

Me 50,00 MI

Accou Account /
Page

0,141 r )(PLANATION
POST
REF,

DEBIT
AMOUNT

I DATE
1

1 1

f XPLAIJAT1()N
POST CREDIT

AMOUNT

AAcount #

Page

DATE EXPLANATION
POST
REF,

DEBIT
AMOUNT

D Ti EXPLANATION
POST
REF,

CREDIT
AMOUNT

APPROPRIATION AND EXPENIATURE LEDGER
Account #

ccount Desc int ion _ItattactLattrithigSiggice

Page 1

DATE

1966

REF,

E'4CUMBRANCES

APPROPRIA-
TIONS OBLIGATE LIQUIDATE

TOTAL
ENCUM-
BRANCES

TUB*

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES AND
EXPENDI-
TURES

UNEM-
CUMBERED
BALANCE

Juttil J I 300 00

----?(Laa 50 0( 50 00 250 00

300 00



Illustration 3

This illustration shows what should occur when, instead
of making a cash purchase, a purchase order is issued for
$50 worth of supplies. Again, note that the transaction
results in posting to both the control account and, the
appropriate subsidiary Appropriation and Expenditure
Ledger account.

In this example, there is a $50 obligation because of the
issuance of a purchase order. No cash has been paid out;
however, the school district has, in effect, earmarked $50
to be spent for Teaching Supplies.

GENERAL JOURNAL

GENERAL LEDGER

Account Encambitance4 Accoun

Page

DATE

9

EXPLANATION
POST
REF,

DEBIT
AMOUNAt EXPLANATION POST

REF,
CREDIT

AMOUNT

1 Supptleb put. 32 MI 50a
Account Accoun N 2011

Page 1

DATE ANATIONA ST
REF,

DEBIT
AMOUNT DATE

1966
EXPLANATION

POST
REF,

CREDIT
AMOUNT

41 MI 1 FIMMI11711719

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF,

DEBIT
AMOUNT

C T

OUNT

1966 1

July 1 EnctrimanceA 06 Fo 01

Rat Ave bon Enctunbnance 2011 50 00

To necond ,141UGUICC oi purtchaAt onden

ion uppti,e4.
Watt PoAtinl:
Ac No. '-,unt

50.00

Accou

I
I

Accoun N

Page

EXPLANATION
POST
Il f f ,

tflilT
ArOUNT DATE EXPLANATION

POST
REF.

CREDIT
AMOUNT

III.
Account Account #

Page

DATE EXPLANATION
POST
REF,

DEBIT; AMOUNT
II----

DATE EXPLANATION
POST
REF,

CREDIT
AMOUNT

E.i -----F

I
APPROPRIATpN AND EXPENDITURE LEDGER

Account Description hustAuctcon - leaching Supptia

Page

DATE

1966

REF.
APPROPRIA-

TIONS

ENCUM!RANCES
TOTAL

ENCUM-
ISRANCES

EXPEND!.
TURES

TOTAL
EXPEND!.

TURES

TOTAL
ENCUM-

DRANCESAND
EXPEND!.

TURES

UNEM.
CUMBERED
BALANCE

300 00

I
OBLIGATE!

I
LIQUIDATE

Julii1 31 300 0

--1

.1ni 50 00 50 00 250 00



Illustration 4

As soon as the invoice is received and the bill is paid,
an expenditure of $50 is recorded. Note in the third line
of the Appropriation and Expenditure Ledger account
that the $50 expenditure, when added to the $50 encum-
brance, gives $100 as the total of encumbrances and
expenditures and $200 as the balance. This is only tem-
porary, however, as the liquidating entry follows immedi-
ately and the unencumbered balance then accurately
reflects the condition of the account. Now compare the
fourth line with the entry in illustration No. 2 and it
will be obvious that both accounts are in the same condi-
tion. (Note that this illustration includes encumbrances
in accounts 2011, 2060, and 240 from illustration 3.)

GENERAL JOURNAL
Page

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF,

DEBIT
AMOUNT

CR

OUNT

1966

July 7 ExpendLtuAe6 050 50 00

CaAh 1501 50 00

To accoad expencatme 04 6uppl.U.4;

puitcha4e onden no.

7 Reeehve Aoa Encumbaancee 2011 5'

Eticumbaatice4 AMD 50 0

To accon.1 liquidation oA encumbaa

Detail poatingor

Acst.# ,a1112 IF t

240 50.00 50.00

Accoun _[yvenatwte4

GENERAL LEDGER

Accou
Page ,I__

DATE

1966
EXPLANATION

POST
REF,

DEBIT
AMOU DATE EXPLANATION POST

REF,
CREDIT

AMOUNT

.111J 7 Pau P 0.0 J3 [51 170 I
1

Account Ce4h Account N 1501

Page

DATE EXPLANATION ST

REF.
DEBIT i

AMOUNT 1
DATE EXPLANATION

POST
REF,

CREDIT
AMOUNT

7041
I I LJuly1 7 Pay P.0.0 J3 50 10

Acco Re.settve bon Enclatibaancee 'Account if 2011

Page

7--
DATE

1966

EXPLANATION
POST
AEI,

J3

DEBIT
AMOUNT

50100

1 DATI
tI966

JithilEnc.

%PLANATION

P.0.0

POST

J2

CREDIT
AMOUNT

50 IT)T;jity17 Liqua.Encumb.

Account Enoumbhancee AI count

DATE

1966

EXPLANATION
POST
PEE,

D

UNE
TE

19.6

EXPLANATION
post
REF ,

CREDIT
AMOUNT

NS I , MO . . , . 117111 _.....",

ccount #
APPROPRIATION AND EXPE

unt Description. I44titUet20 g SuppUe6

LEDGER //// Page

APPROPRIA-
TIONS

PRIM
MIN=

ENCUMBRANCES

TOTAL
ENCUM-

OBLIGATE LIQUIDATE BRANCES

EXP

TLI /
#0

"TOTAL
EXPENDI-

TURES

11111115
111111111111

50 00

50 00

TOTAL
ENCUM- UNEM-

BRANCES AND CUMBERED
EXPENDI- BALANCE
TURES

300

50 00 250

100 00 200

50 00 250



Illustration 5

Now suppose that the bill was $48.50. It often happens
that the actual amount paid out is different from what
was encumbered or obligated. The exact amount of the
expenditure, $48.50, is entered in the Expenditure column,
and the unencumbered balance changed accordingly. Again,
remember that there is more money available than the
records reflect because of an existing encumbrance not
yet liquidated. The very next entry is the liquidation of
the $50 encumbrance which no longer exists. The final
result is that we have $1.50 more in the Unencumbered
Balance column due to having paid out that much less
than originally expected. These entries are the detail
postings and are made after the General Ledger entries.

GENERAL JOURNAL
Page

DATE ACCOUNT TITLE AND EXPLANATION
POST

REF.

DEBIT
AMOU

CREDIT
AMOU

1966

luty 7 Expenattote4 (;'OS 148 50

Cash 1501 48 50

To itecotd expenditune Kok 4upptie4;

punchaee otde4 no.

7 Redellue OA Eneumbhanee4 2011

OTEn 674139 150

To tiquidate amount encumbeked on

puneha4e ohde4 no.

--...t..--

Detail Poating6:

Acct No.

48.50 50.00
(0)

Account Expenaltme4

GENERAL LEDGER

Acco

Pope

DATE

1966
EXPLANATION

POST
It F,

MUT El
AMOu:241 EXPLANATION

POST
F.

CREDIT
AMOUNT

7 Pa P 0 R ranwerta
Account Ca.ah Account # 1501

Page _L._

IM
Pli

PIIIIPHAIM
MIME

W DEBIT
AMOUNT

DATE

1966
EXPLANATION)

POST
REF

CREDIT
AmOUNI

.... 7 Pat P 0.R J3 48 50

Account Re4e4ve bon Encumbfulnee4 % Account # ;On

Page

DATE

1966

EXPLANATION
POST
REF,

DEBIT
AMOUNT

DATE

119 61

EXPLANATION
POST CREDIT

AMOUNT

Futull Lautd.. P.O. J3 _50I00 )gt 1 Suortte4 rah. J2 50100

Page 2

APPROPRIATION AND EXPENDITURE LEDGER ,
ant Description Inattuetten

nt i

StillroPUTAL"
ENCUM-

E :11 I:ID II", ' ELi': D I-#. :, TOTAL EN M
TRANCES AND

BRANCES lut;,#' 1URES EXTUPREENSDI.

--,1966 el
ecausoorr 250 ON

so

DATE REF,

Idyl J1

7 13

7 13

APPROPRIA-
TIONS

ENCUMBRANCES

OBLIGATE LIQUIDATE

UNEM-
CUMBERED
BALANCE

300 00300 00

_11._ 48 i0
48 50 48 50

98

48

50 2

SO 251 5



SUMMARY

(1) A Schedule of Expenditures is a listing of balances of all Ex-
penditure accounts to verify the accuracy of the balance of the
General Ledger expenditure summary account. Such a schedule
should be prepared to verify the accuracy of the balances of all
General Ledger summary accounts.

(2) Accounts Payable, unlike encumbrances, always represent
actual amounts based on receipt of the goods and/or services and
an invoice whose accuracy has been verified,

(3) Liquidation (or removal) of an encumbrance must tftlie iAnoe
after an expenditure has been recorded for which there was an
encumbrance. This is necessary to remove the encumbrance which
no longer exists.

(4) An Abatement is the reduction of a previously recorded expenditure
or receipt item by such things as refunds, rebates, and collections
for loss or damage to school property.

(5) A Compound Journal Entry is a balanced entry which contains
two or more debits or two or more credits.



CHAPTER VI

The Balance Sheet, Monthly, and Annual Reports

The trial balance developed in the last chapter is essential, but it
does not present the information in the best form for use by adminis-
trative personnel. Reports are therefore developed from the trial
balance but are not in the same form.

The balance sheet

A "Balance Sheet" is a statement as of a specific date which shows
assets and other resources, liabilities and other obligations, and fund
balance of a fund or governmental unit properly classified to exhibit
the financial position of the fund or unit. Remember that the
balance sheet shows the condition at a given point in time; balance
sheets made on successive days would probably differ because assets,
liabilities, and fund balance are continually changing.

The purpose of a balance sheet is discussed in Fundamentals of
Governmental Accounting, in the following language:

"The purpose of a balance sheet in governmental affairs is to
present in one exhibit all the resources and obligations, assets
and liabilities of the government. It is not to determine the
net worth or financial ability of the government but to exhibit
the source, distribution, and realization of resources and the
extent to which these resources have been assigned, mortgaged,
or extended. Its purpose is essentially administrative, but
when presented to the public it sets forth the financial position
of the governmental body involved as of its date. When so
used, its content and arrangement are of great importance and
must be such that there will be no misunderstanding as to the
relation among and the restrictions on, the various items. The
statement may be, and sometimes is, called a 'Statement of
Financial Position' (or 'Condition').

I Quoted with permission of the publisher from Fundamentals of Governmental
Accounting 2d Ed., Morey & Hackett, New York, John Wiley & Sons, Inc.,
1951, p. 298.
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"The governmental Balance Sheet, first of all, must be ana-
lyzed or segregated by funds. The balance sheets of funds must
include both accounts of actual assets and of resources expected
to become expendable assets. They must include not only
audited liabilities but also contracts or other encumbrances
which are expected to become liabilities payable out of resources
of the fund as stated, also the commitments of the resources of
the funds in the form of appropriations and reserves.

"On any given date during a fiscal period, the Balance Sheet
to be correct must contain all accounts necessary to exhibit
correctly the condition of each fund as at that time and to indi-
cate the amount of surplus (fund balance) 2 of each fund available
for appropriation, which is the only figure of surplus (fund
balance) that is significant. At the close of a fiscal period,
accounts that are fiscal in nature are closed, and the Balance
Sheet therefore consists mainly of real assets and liabilities."

The items entering into the balance sheets for the different funds
will necessarily vary somewhat, but in general they should be
arranged in the following order:

ASSETS

CURRENT ASSETS:
Cash
Receivables
Property Taxes Receivable
Stores
Amounts Due from Other Funds or Governmental Units

Investments
Deferred and Prepaid Expenses
Budgetary Accounts Normally Having Debit Balance, e.g.,

Estimated Revenues (only on Interim Balance Sheets)

LIABILITIES, RESERVES AND EQUITY
CURRENT LIABILITIES:

Accounts Payable
Temporary Loans Payable
Due Other Funds or Governmental Units
Budgetary Accounts Normally Having Credit Balances, e.g.,

Appropriations (only on Interim Balance Sheets)

LONG-TERM LIABILITIES:
Long-Term Notes Payable

Deferred Income or Other Deferred Credits

2 The term, "fund balance," is inserted by the authors of this handbook.
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RESERVES AND EQUITY
,eserve for Encumbrances

Reserves for Special Purposes
Fund Balance (Trust and,Agency Funds)
Fund Balance (Available for Appropriation)

It will be noted that fixed assets (land, buildings, machinery,
furniture, and other equipment) do not appear in the form of balance
sheet suggested above. This is because fixed assets are not assets of
the General Purpose School Fund, the State Capital Outlay Fund,
the Bond Fund, or any other operating fund. They are, however,
assets, of the governmental unit. All fixed assets will therefore
appear in a special balance sheet called the "Fixed Asset Group" of
accounts in chapter XII. Fixed assets should be classified as shown
in the prescribed "Classification of Accounts."

FiXed assets do not appear in the balance sheet of an operating
fund because they must be purchased out of appropriations and
therefore for the purpose of recording the -disbursement must be
classified as expenditures. Proposed expenditures for capital outlay
items are set up in the adopted budget, and, consequently, payment
is made from appropriated revenuesconsisting primarily of taxes.
Governments do not operate at a "profit" but exist to render service.
There are no "profits" to be set aside in the form of a depreciation
reserve to help replace fixed assets when they wear outbut future
disbursement for such replacements or for the acquisition of ad-
ditional assets must be made from future tax revenues or bond
issues.

The purchases of fixed assets from an operating fund are re-
corded as expenditures, but the amount of all fixed assets is set up
at their cost in a separate "fund" known as the "Fixed Assets Group
of Accounts."

Balance sheet and trial balance distinguished

A balance sheet is a formal statement of assets, liabilities, reserves
and fund balance at the end of a fiscal period. A "trial balance,"
taken at the end of any posting period after all postings have been
made to the General Ledger, is simply a listing of all the accounts
with their amounts in the order in which they appear in the General
Ledger. All debit balances are placed in one column and all credit
balances are placed in another. A total of each column is then
obtained. If the two totals are equal, the General Ledger is said to
be "in balance."

A trial balance should be prepared and the General Ledger proved
to be in balance before the balance sheet and operating statements
for the fiscal period are prepared. If the General Ledger is not in
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balance, an error for errors) is indicated and must be located and
corrected before additional postings are made or financial statements
prepared.

The Interim balance sheet

Many school systems prepare a monthly interim balance sheet
similar to the one on pages 120 and 121. For an interim balance sheet,
the various Revenue, Expenditure, and Encumbrance accounts do not
need to be closed. Instead, the Estimated Revenue account is
listed with the assets, and from it the actual revenue realized is
deducted. The liabilities, the reserves, the unencumbered balance,
and the fund balance are listeci, and their total should equal the
assets above.

One point is to be noted clearly. Every item appearing on the
Gereral Ledger trial balance is put into its proper category. Items
representing the current year's revenue and expenditures are assem-
bled first into the Revenue and Expenditure Statements and only
the totals (or balances) are carried over into the balance sheet. All
other items on the trial balance are entered directly in the balance
sheet these represent asset items, liability items, encumbrances, and
also the General Ledger accounts for total c timated revenues and
appropriations. Since the Trial Balance shown in chapter V was in
balance, all the individual (or summarized) items will still be in
balance when they are carried over into the balance sheet.

HYPOTHETICAL SCHOOL DISTRICT
GENERAL FUND

INTERIM BALANCE SHEET
July 31, 1966

ASSETS AND RESOURCES

Cash
Petty Cash
Prepaid Expenses
Accounts Receivable
Investments

$82,

4,
3,

64,

325.30
425 . 00
200.00
652.15
934.70

Estimated Revenue $613, 020.00
Less: Actual Revenue 110, 110.50

Balance to be received

Total Assets and Resources

502, 909 . 50

$658, 446.65

LIABILITIES) RESERVES, AND FUND BALANCE

Salaries Payable 28, 450.00
Payroll Deductions Payable 2, 772.5 0

13.8. Treasury bills due Oct. 22, 1966.
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Reserve for Encumbrances $507, 986.00
Appropriations $639, 930.00
Less:

Encumbrances,. $507, 986 .00
Expenditures 13, 844.50

Total Encumbrances and Expenditures..

Unencumbered Balance

521, 830.50

118, 099.50
Fund Balance

Total Liabilities, Reserves and Fund Balance

1, 138 .65

$658, 446.65

Monthly reports

In chapter 1, the reader was introduced to a number of recom-
mended criteria which a model school accounting system should
meet. One of these criteria, to provide adequate financial and
related operational information for all interested parties, is a major
objective of the recordkeeping process. The preparation of monthly
financial reports, using information in the financial records, is the
next step in the sequence of bookkeeping. The monthly reports
will be of benefit principally to the school board members, school
administrators, business managers, and officials of the local govern-
ment. These reports should be prepared in considerable detail and
should have columns showing also the budget figures for comparative
purposes. They should cover both revenue and expenditures, and
in addition, should show the available cash or the cash position in
some form.

Statement of revenue, expenditure, and cash position

This illustration, on pages 122-123, shows one type of a Revenue,
Expenditures, and Cash Position Statement that could be presented
monthly to the board of directors and the school administration.
The figures in this illustration are a contirnation of the transactions
in chapter V. The reader will note that the form starts with the
beginning balances as of the first of July, including, however, only
cash, petty cash, and investments. Only these three assets are
used because they are the only ones readily available for payrolls
or expenditures. To the total of cash and investments are added the
revenues collected for the month. These figures are taken from the
accounts in the subsidiary Revenue Ledger.

This statement is actually three statements combined into one.
It would have been possible to make a separate Revenue Statement,
Expenditures Statement, and Cash Position Statement. However,
as all three are interrelated, it is more meaningful to combine them
and at the same time maintain the identity of each.
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The main computation of the cash position is obtained as follows:

Total Cash and Investments, July 1, 1966.. $94, 692. 75
Total Revenue (during July) 110, 110. 50

Total Beginning Balance and Cash Revenue $204, 803. 25
Less:

Decrease in Fund Balance $6, 361. 50
Decrease in Accounts Payable 7, 262. 25
Decrease in Salaries Payable 28, 450. 00
Increase in Prepaid Expenses
Total Expenditures (during July)

1,

13,
200.
844.

00
50

Total Cash Payments

Total Cash Balance Available, July 31, 1966

$57, 118. 25

$147, 685. 00

The last line, $147,685, is the total cash balance available as of the
end of the month, and represents the difference between $57,118.25,
total cash payments during July, and what was available, $204,-
803.25. It should, and does, check out with the sum of the amounts
listed in the three accounts at the end of the month, called the
Ending Balance. The latter and the portions of the statement de-
voted to the computations above make up the Cash Position
Statement.

Note that by comparing the computation above with that of the
report, only columns 3 and 4 are needed to make the computation.
Why, then, use the other columns? The answer is that the left-
hand portion of the statement would have to be completed anyway
to indicate the accounts to which the entries in column three pertain.
Thus, rather than duplicate work by making a separate analysis, you
can obtain a complete Revenue Statement from this statement by
adding two more columns, Budget Estimate and Balance To Be
Received. Now it is possible to show annual estimated revenues by
source, that is, the budget figure (col. 1), the revenues actually
realized in the fiscal year to date (col. 3), and the balance not yet
realized in each revenue account (col. 6).

The same thing is true of the Expenditures section. By adding
four columns, you can present, in addition to the amounts needed for
the computation, a complete list of what has happened during the
month in all flanctions. For, example in Administration, the annual
budget appropriation was $19,150 (col. 1). In the second column
$17,170 has been encumbered. The Expenditures column (col. 3)
shows that $1,430 has already been paid out. Adding the last two
amounts yields $18,600, the entry in the fifth column. The amount
in the last column, $550, is what is unencumbered, or unobligated.
The accuracy of all of these entries can be verified by adding the
encumbrances to the expenditures (cols. 2 and 3), which should yield
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the Total Encumbrances and Expenditures (col. 5); further, the fifth
column entry plus the Unencumbered Balance (col. 6) should equal
the original budget appropriation (col. 1). Thus, a complete ex-
penditure statement is presented which doesn't at all detract from
the overall report on the Cash Position as of July 31 and how it was
reached.

The summary totals of the expenditures for each function are
taken from the accounts in the Appropriation and Expenditure
Ledger. The following cash payments must be added to total ex-
penditures to arrive at total cash payments during July: (1) the
decrease in fund balance; (2) the decrease in accounts payable; (3)
the decrease in salaries payable; and (4) the increase in prepaid
expenses. These cash payments were not charged to expenditures,
but did reduce cash. Thus, a total of $57,118.25 is obtained and is
called "Total Cash Payments."

As was indicated in chapter V, it is recommended that all purchase
orders, salary commitments, and any other formal contractual
commitments be recorded as encumbrances in the journal and posted
in the expenditure ledgers. If the school system has elected not
to post all purchase orders and other encumbrances in the formal
records but to post only actual expenditures, it is recommended
that a separate report be prepared showing the summary of out-
standing encumbrances against each appropriation by totaling the
outstanding commitments such as purchase orders kept in the files.

Annual reports

At the end of the fiscal year, a number of detailed annual reports
similar to the monthly reports must be prepared. The information
contained in these reports will probably be used to prepare
reports for the State department of education on forms usually
supplied by the State department. The annual Statement of
Revenue, Expenditure, and Cash Position should be similar if not
identical to the one illustrated on pages 122-123 of this chapter.

The ledger figures that have been posted in chapter V consist
only of the transactions in the month of July, so the monthly reports
prepared from them are typical. Rather than post transactions
of 11 more months let us assume that the transactions were properly
posted for the rest of the year and that the routine trial balance
of June 30, 1967, was as shown on page 126,

Adjusting and dosing the books

A necessary procedure at the close of the fiscal year, common to
all accounting systems, is known as "closing the books." This
term includes the making of the necessary entries in the General
Journal to (1) adjust certain General Ledger accounts, and (2)
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HYPOTHETICAL SCHOOL DISTRICT
TRIAL BALANCE
June 30, 1967

Account TitZe Acct. .

No
Dcbit Chedit

Cash 1501 65,354 95

Petty Coll 1510 425 p0

)0Repaid Expen4eA 1530 4,200

Accounts Receivable 1540 982 90

Weatments 1550 12.851 90

Account4 Payable - Vendo44 1610 4.191

6,061

00

25PayAoll DeductionA Payable 1620

Employe/04 Retihement Contkibution Payable 1625 6.061 25

Fund Balance 2010 1,138 65

Re4ehve Aolt Encumbhance4 2011 57,391 50

Eitimated Revenue 2020 613.020 00

Revenue 2030 609,956 50

Amotopiciation4 2040 639.930 00

EgattattAPS-A-----

Encumbhancez

2050

2060

570.505

57,391

10

50

1,324,730 15 1,324,730 15

close out all Budgetary accounts, Expenditure accounts, and Rev-
enue accounts that have been used during the year, and thus arrive
at the end-of-year fund balance.

After the necessary adjusting 'and closing entries have been made,
the General Ledger will contain the accounts of the various assets,
liabilities, reserves, and the fund balance. The General Ledger
accounts will balance, but there will be no amounts in the various
Budgetary, Revenue, and Expenditure accounts.

Adjusting entries

Before making the final closing entries, check to be sure that all
adjusting entries have actually been made and posted. These
adjusting entries bring the various accounts up to date. Such
entries would probably include the following:

(1) Setting up on the books, all accounts payable existing at
the end of the fiscal year.
(2) At the beginning of the fiscal year there was $3,000 in the
Prepaid Expense account. This was later increased to $4,200
because of the purchase of $1,200 worth of paid up insurance for
the two following fiscal years. The original $3,000 of prepaid
expense was for maintenance service and supplies. The
maintenance service has been received and the supplies con-
sumed. Thus, this $3,000 worth of assets no longer exists,
and an adjusting entry is necessary to reflect this.
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sro

(3) Just as $56,900 of ,salaries payable were carried over from
the previous fiscal year and paid during July and August 1966,
it is now necessary to carry over into July and August 1967,
the applicable amount of salaries payable. Again there are
four payrolls involved, yielding a total of $56,964 (4X$14,241).
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There are other methods of handling such prepaid expenses. One
method is to charge off the entire expenditure at the beginning of
the year as shown in the purchase of the insurance. Another method
is to prorate the cost over the fiscal period; in the latter case, then,
$250 a month could have been charged to maintenance.

These adjusting entries are entered in the adjustment Debit and
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Credit columns of the worksheet, page 127. The worksheet is a sheet
of working paper that enables the bookkeeper to sort and interpret
the trial balance; it also provides a convenient method of summariz-
ing the bookkeeping records and proving the accuracy of all calcula-
tions. As it is not a part of the permanent bookkeeping records, it
may be prepared in pencil.

After the end-of-year trial balance is prepared, the first two columns
of the worksheet are completed from it. When preparing the end-of-
year trial balance section of the worksheet, also include any accounts
with zero balances. This is necessary because there may be some
adjustments to those accounts. Next, the adjustments are entered
as explained above, namely, debiting Expenditures for $3,000
($3,000 for maintenance service) and crediting Prepaid Expenses for
a like amount. Note that the latter entry, when subtracted from the
beginning balance of $4,200, leaves $1,200 for the balance sheet
entry. The asset, liability, and fund balance entries are transferred
to the balance sheet column because they are balance sheet items.
The adjustments as worked out in the worksheet serve as the basis
for the adjusting entries in the General Journal, page 133.

The fifth and sixth columns make up the expenditure and revenue
columns. The accounts in this section are temporary accounts, i.e.,
they are not a part of the basic asset, liability, and fund balance
structure. The entry for excess of revenue over expenditures, which
is the addition to fund balance, is a balancing entry, i.e., its inclusion
makes the column totals equal each other. This section is analyzed
as follows:

Since we are computing the balancing entry, assume it is now
blank. The first entry in the debit column, $613,020, is the total
of the anticipated revenue for the year, $610,520, and $2,500 of
additional anticipated revenue added after the beginning of the
fscal year. The last entry in the credit column, $639,930,
appropriations, is the total estimate of need for the entire fiscal
year. The difference between the latter amount and the original
anticipated revenue, $610,520, is $29,410, which was the esti-
mated fund balance at the beginning of the fiscal year. Actually,
what occurred was that the school district, estimating that it
would have $29,410 to begin with, calculated that $610,520
would be needed to make a total of $639,930 to meet all expendi-
tures. The $427.50, encumbrances, and $630,469.70, expendi-
tures, total $630,897.20, and represents total expenditures and
encumbrances. Since the $1,138.65 actudy in the fund balance
was never "appropriated" for a specific type of expenditure, it
must be deducted from the actual revenue, $609,956.50, to yield
the actual revenue appropriated, or $608,817.85. The beginning
balance of $34,410.15 is reduced by the $6,361.50, which was
charged against fund balance to take care of retirement con-
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tributions which were inadvertently not set up as a payable at
the end of the previous fiscal year. The difference, $28,048.65,
is added to the actual revenue appropriated, $608,817.85, to give
the amount available for expenditures during the year, $636,-
866.50. Subtracting the total encumbrances and expenditures,
$630,897.20, from the latter yields $5,969.30, the balancing
figure which represents the excess of revenue over expenditures,
and which will be an addition to the existing fund balance. Note
in the worksheet that the three entries in column 5 and the
two entries in column 6 are totaled, and that the difference
between these two totals is the "balancing" entry, which is then
added below the smaller total to arrive at equal totals for both
columns.

A formal statement, such as the one on page 130, is usually prepared
showing the computations above. The primary source for this
statement is the entries in columns 5 and 6. In addition, of course,
the $1,138.65 balance in the Fund Balance account had to be taken
into account since this wasn't anticipated at the beginning of the
year. Please note how this affected the computation. This state-
ment shows exactly what happened during the year to bring the
Fund Balance account to its present balance; the entries in the Fund
Balance account establishing the Estimated Revenue and Appropria-
tions accounts, as well as the change in estimated revenue, were
estimates, and have been superseded by actual amounts.

This statement has been titled "General Fund Statement of
Analysis of Change in Fund Balance" because it shows, in summary
form, how the ending fund balance was obtained. However, it
could also have been called a Summary Statement of Revenue and
Expenditures since fiscal year revenue and expenditures determine
the change in fund balance. Thus, it is a question of emphasis, and
here the emphasis is on fund balance.

Closing entries

There are several different ways of making closing entries, each of
which is correct. The General Journal illustrated on page 134 shows
one of the recommended ways for preparing closing entries. This
method involves:

(1) Closing the Revenue and Estimated Revenue accounts to
the Fund Balance account. This entry shows that less revenue
was received than anticipated, and that fund balance must be
decreased by this same amount.
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HYPOTHETICAL SCHOOL DISTRICT

General Fund Statement of
Analysis of Change in Fund Balance

For Fiscal Year July 1, 1966, to June 30, 1967

Total Current Assets,
July 1, 1966 $101, 344.90

Less Total Current
Liabilities, July 1,
1966 66, 934.75

Beginning Fund Balance, July 1, 1966.. $34, 410.15
Less Adjustment for Previous Year's

Retirement Contribution 6, 361.50

Fund Balance After Adjustment 28, 048.65
Add Actual Revenue Appropriated:

Actual Revenue..__ 609, 956.50
Less Revenue Not

Appropriated
(Fund Balance)._ 1, 138.65 608, 817.85

Amount Available for Expenditure During Year.... _ $636, 866.50
Less Total Encumbrances and Expenditures:

Expenditures 630, 469 .70
Encumbrances 427 .50 630, 897 .20

Excess of Revenue Over Expenditures and Encumbrances $5, 969.30
Fund Balance Carried Forward (not appropriated during year) 1, 138.65

Fund Balance, June 30, 1967 $7, 107.95

(2) Closing the Encumbrance account to the Expenditure
account. This entry leaves a balance in the Reserve for
Encumbrances account, and charges this future payment, that is,
the payment resulting from the encumbrance, to current
expenditures. This isn't a bona fide expenditure because cash
hasn't been paid out; however, to allocate expenditures properly
to the year in which they apply, it is necessary to make this
entry, which sees up a reserve for payment in the next fiscal year.
Note that this reserve has been deducted from the fund balance
to charge the expenditure to the current period. Thus, when
the payment is made during the next fiscal period, it will not
be charged against that period's revenue. An alternate and just
as valid method of closing encumbrances is illustrated in the
journal entries in chapter XI, page 202. In this method the
encumbrances are closed at the end of the fiscal year and re-
appropriated when the books for the ensuing year are opened.
(3) Closing the Appropriations and Expenditure accounts to the
Fund Balance account. The effect of this entry is to increase
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the Fund Balance account by the exact amount by which
appr6pria dons exceeded expenditures.

Just as the adjustments columns of the worksheet provide the
information for the adjusting entries, the Statement of Revenue and
Expenditures Debit and Credit columns provide the information for
the closing entries. It was indicated previously that all accounts
in this section are temporary. Therefore, it is obvious that to close
these accounts (i.e., leave with a zero balance), it is necessary to
make an entry in the opposite column. Note how the closing entries
in the journal do cancel out the entries in columns 5 and 6 of the
worksheet. To cancel out the debit entry for expenditures,
$630,469.70, the bookkeeper must take the "net" credit to expendi-
tures from the closing entries: $630,897.20 (third closing entry)
minus $427.50 (second closing entry) yields "net" credit to expendi-
tures of $630,469.70. This "mechanical" method of checking the
closing entries can be used to verify their accuracy. It is helpful
to think through what needs to be done, keeping in mind the relation-
ships between the accounts and, particularly, the effect on fund
balance. However, it is helpful to know that the final closing
entries can be checked against the entries in the Statement of
Revenue and Expenditures section of the worksheet.

Following the illustration of the General Journal pages are illus-
trations of the accounts of the General Ledger as of the end of the
year, with the adjusting entries and closing entries properly posted
to these accounts.

Closing, balancing, and ruling the ledger

The final task in the ledger is to balance the Asset, Liability,
Fund Balance, and Reserve accounts, and close the Estimated
Revenue, Revenue, Appropriations, Encumbrances and Expenditures
accounts.

To balance an account with one or more entries on each side,
e.g., the Cash account on page 135, proceed as follows:

(1.) Enter the difference or "balance" of the account on the side
showing the smaller total. Note in the Cash account that the
balance is $65,354.95, and that the latter when added to the
smaller side makes both columns equal. Write the word
"Balance" in the explanation column, and place a checkmark
in the Post Ref. column to indicate that this item was not
posted from a journal. The Prepaid Expenses, Investments,
and Fund Balance accounts are balanced in the same manner
as the Cash account. Accounts with entries on one side only,
that is, the Petty Cash account, need not be balanced because
their balance is the total of the entries.
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(2) Total and rule the account as indicated in the Cash account
on page 135.
(3) Enter the balance again below the double ruling on the side
originally having the larger footing; this is the side which
normally reflects the balance, that is, debit side for asset
accounts and credit side for liability, reserve, and equity
accounts. Since this is the beginning balance for the new
fiscal period, date it as such. Write the word "Balance" in
the explanation column, and place a checkmark in the Post
Ref. column to indicate that this entry was not posted from a
journal.
(4) Show that, because the closing entries have been posted,
the Estimated Revenue, Revenue, Appropriations, Encum-
brances, and Expenditures accounts are in balance; then close
them by adding the debit entries and credit entries and placing
double ruling beneath the totals.

The final illustration in this chapter is the actual balance sheet
based on the figures derived from the worksheet illustrated on page
127. Note that the procedure has gone through a complete cycle
and is back to the basic balance sheet used in chapter III. The
amounts are different and reflect the financial status of the school
district at the end of the year.
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GENERAL JOURNAL
Page, 91

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF.

DEBIT
AMOUNT

CREDIT
AMOUNT

Adjusting En hies

107
lune 30 Fyronditute4 2050 3,000 po

Repaid Expense 1530 3,000 00

Apopoiation and Expenditure Ledger. detail.

Maintenance o& Ptant - DmtAacted

SeAvice6 - $3,000.00 1720

To record end oA Ovalt adiu4iment bu

Ilan, .1, #.. . '.. .
th

mopeA expend. Aeet.

30 Expenditures 2050 56,964 00

1693
AppAopAiation and Expenditure Ledger detail.

56,964 00

latAuction-Teachene SalaAie6-$56,964.00

T .1, ,. ". the current yeah .the ne-

m:lining portion oA 4atatiea On ttachw

213

.aid onty bon ten months. Ab the Ae-

mining two months liataky Witt be paid

in the new Xiocat tieaA, it is neceszao

to bet up 6ataAle.6 payable in order to

yeah in which Aehvicea were peA4oAmed.

2011

2060

56,964 po

56,964 00
Encumbunce6

AppkopAlation and ExpendituAe Ledger detail.:

InatAuction-Teachers' SafaAie6456,964.00 213

. El .... ..A

amount o4 expendituAe changed to 6at-

aAie6 pagabte above.
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GENERAL JOURNAL
Page 92

DATE ACCOUNT TITLE AND EXPLANATION
POST

REF. AMOU NT
DEBIT

NT
CREDIT

AMOUNT

Ceos.ing Entries

---4 f"......

June 30 fund BatanCe 2010 3.063 50

Rgvenue 2030 609.956 50

Estimated Revenue 2020 613,020 00

11'4 ...',........-

Individual account(41 in Revenue Ledger

To close Revenue and Estimated

Revenue to Fund Balance

30 ExpenclituAes 2050 427 50

Encumbrances 2031 427 50

AppAopAialion and Expenditure Ledger detait:

Individual account(4) in Apphoptiation

and ExpendituAe LedgeA

To close the Encumbhance account to

the Expenditure account

30 Atotiation4 2040 639 930 00

Exyendituite4

Fund Balance

2050

2010

630,897

9 032

20

80

602=24g,LiiLumdfugualaLic:
Individual account(4) in Apphoptiation

and Expenditure LedgeA

To eo4e the Expenditures and AopAo-

pAlations accounts .to the Fund

Balance account
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GENERAL LEDGER

Account Ccah Account # 1501

Page 16

DATE EXPLANATION
POST
REF.

DEBIT
AMOUNT

DATE EXPLANATION
POST
REF.

CREDIT
AMOUNT

1967
,,

Batance can/tied
.0, IdI 4 ''

'1967
' 'I oi 1R8 15,142 11

I.

. eit. 'et,. um'. .0 ' . IO I

a /toff ded.

28 3 891 00

g5,

Z5

30

sornyNet4.5:1;1.18R
Balance ye- i__114_354

86 344Tr61--
THI4 1

iS, Jfir. PS /0,34,4/
86.344

Is
2'

&ammo v A4_354_ V L____

GENERAL LEDGER

Account Petty Ca6h Account # 1510

Page

DATE EXPLANATION
POST
REF.

DEBIT
AMOUNT

DATE EXPLANATION
POST
REF,

CREDIT
AMOUNT

1966Jay 1 _feat.

2

Waves 400 00
eZZY La4 n 4.5 4

II 1 ) 25 00
44.rs 04,

Account Picepaid Expenma

GENERAL LEDGER

Account # 1530

Page

DATE EXPLANATION
POST
REF.

DEBIT
AMOUNT

DATEDATE EXPLANATION REF.
CREDIT

AMOUNT

7966
jumi_j_Beg. Qataace _11 3 000 0

67
une_30

Canoe A 1 i(t( to
ex,peRa4-taite.s J91 3,000 04

11
la ph z
inflAwing IVA TA I Of I lb.'', 0

II" II II
.100

4,200 00 , II I

19 7
1,,' 1,200 00
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Account Accaunt6 Receivaba

GENERAL LEDGER

Account # 1540

Page _L._

DATE EXPLANATION
POST
REF,

DEBIT
AMOUNT

DATE EXPLANATION
POST
REF,

CREDIT
AMOUNT

//glad= CCOlt4.e.er
Pg.1 982 00

Account Invatment.6

GENERAL LEDGER

Account # 1550

Page

DATE EXPLANATION
POST
REF,

DEBIT
AMOUNT

DATE EXPLANATION
POST
REF,

CREDIT
AMOUNT

196
May 15

Wance, wit/tied
4oluxakd P .2 24,613 OZ1917e 10 gleilYmIlTe. J86 11,762 OC

30 Batance .-- 12.851 OC
1:4,e15I

24,613 00 24 613,0C

J
9

1 &dance
y,

12,851 00

Account Sato,i,e6 Payabte

GENERAL LEDGER

Account # 1605

Page _1

DATE EXPLANATION
POST
REF,

DEBIT
AMOUNT

(Wag

DATEDATE

1966
1

EXPLANATIONEXPLANATION

Seg. Batance

POST
REF,

J1

CREDIT
AMOUNT

56,900 OC
7966
Jag14

F44.4t buntrelt
DaykoU J6 14,225

281tgolt

Second Awnre4
J14 14,225 00,

4u9.11
amma,gso

12aipwf4t
en

J21

130

1

z4,225

14,225

00
00

00gs
ToutalAwniveh
pay/tau

Satance I" 56.964 00,June30
Setup 4 pyltotte
A04 Juty-Aug, J91 56 964

,

OC

1 Batance V 56,964 00

GENERAL LEDGER

Accoun dc.caunt6 Payaba. - Venda/0 Accoun # 1610

Page 2

DATE EXPLANATION
POST
REF.

DEBIT
AMOUNT

DATE

1967
100030

EXPLANATION

tatance cakibi767----
phuland

POST
REF,

P.20

CREDIT
AMOUNT

4,191 FO:
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GENERAL LEDGER

Account Payitote Deductionz Payable Account # 1620
Page 12

DATE EXPLANATION POST
REF.

DEBIT

AMOUNT DATE EXPLANATION
POST
REF.

CREDIT
AMOUNT

967
Juno 29

Bea. camA.ed
4n1rWaIrd P_11 .6,011F,

Empto yetis Refinement
Account rnninibutinnA Poyabb,

GENERAL LEDGER

Account # 1625

Pete 12

DATE EXPLANATION POST
REF.

DEBIT

AMOUNT

--471-67--

DATE

J1une, 21

EXPLANATION

Bat. ca,frvu,ed
Acouvand

POST
REF.

P.11

CREDIT
AMOUNT

6,061 25

Account Fund Batance

GENERAL LEDGER

Account # 2010

Page

DATE

NMI
mg

EXPLANATION

UP APP"P"-11111
Iteq.coua ean 4

ose. v . .

POST
REF.

!ml
DEBIT

AMOUNT
DATE EXPLANATION

POST
REF.

CREDIT
AMOUNT

639 93015affiw if
111111r1071

10

a

Balance 31 34 410111moma i -4 ,4

53414121111111atlacPlo F §511111.79211111.191"10324

gig

El 656.462 en 11EAT
GENERAL LEDGER

Account Rea aye Koh EncunivtanceAs Account # 2011
Page ,5__

DATE EXPLANATION POST
REF.

DEBIT

AMOUNT
DATE EXPLANATION

POST
REF.

CREDIT
AMOUNT

lun' ep toalliagn. ! el up 391

1..--

56 964

57.391

00

50

NM 29

III

agancedectin4 ,
.E92±. 57 391,5Q

:. , , ,

57,391 50

1 atance 427 LI

245-882 0-67-----10
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GENERAL LEDGER

Account Estimated Revenue Account # 2020

Pop, 1 ,

DATE EXPLANATION POST
REF.

DEBIT
AMOUNT

610,520

DATE

967
0 unep

EXPLANATION

tZo4e,tel
Fund w

POST
REF,

Jance 92

CREDIT
AMOUNT

613,020 0(

1966
jay 1

un E4t.
eve Accou4t

4

.32
ev4.4e E.stonated

11Pupt1UP _14 2 SOD
f/P,020

613.020
00
0 613,020 0(I

GENERAL LEDGER

Account Revenue Account # 2030

Page1.4

DATE EXPLANATION POST
REF,

DEBIT
AMOUNT DATE EXPLANATION POST

REF,
CREDIT

AMOUNT

I 1

04e
,,

ev.
:,.,,

o
.r" ti

1

,4*,.,
IN411' 0 nce eaitiu.e

,,,, , #. .11f,

.11111111MIR

1111Wilfa

IMIevenue nom

. " . 1

GENERAL LEDGER

Account EncumbtanceA Account # 2060

Page

DATE EXPLANATION POST
REF.

DEBIT
AMOUNT DATE EXPLANATION POST

REF.
CREDIT

AMOUNT

-1
V7f Cate Cevvyte
. Mu 4 91 Millritagg," .

. , / #

Itif

MImg 'sue o
x. Acct 92 ,

0

9
.5. rao

' 0

Account Apoopiation4

GENERAL LEDGER

Account # 2040

Page

DATE EXPLANATION POST
REF.

DEBIT
AMOUNT

U

DATE EXPLANATION
POST
REF.

CREDIT
AMOUNT

June, 30.
o_ 4

und
e
Lsatanec_, J92 639 930 ..' agonPngi. J3 639.930 OC
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GENERAL LEDGER

Account _Caputf&tatieh_____ Account 11 2050

rage

DATE I XPLAt lATION
PC `..,T

ir
DEBIT

AMOUNT
1 DATF EXPLANATION

POST
kf r,

J92

CREDIT
AMOLIN1

630.897

r]
2C

MU , anc, caniu.e
7s 475

nE

't be to tuna
a an g.

/

MINN
c t a

r

' -

I f

J91

11111111M

_3.000
56 964

0

rf
e S''Exp. 192 427 5 1

/.1ruP
.30 897 2 630.897 2

MIRMNIMIr-

1

The reader has now been through a shortened version of the
accounting cycle for one year's transactions of a small school district.
This cycle started with the reporting of assets, liabilities, and fund
balance; the recording of the newly adopted budget; the recording of
a series of sample transactions, and the posting of these to the proper
accounts; the preparation of some recommended monthly reports
used in a great number of school districts; and using assumed year-
end figures, the preparation of the annual reports. To start the
next school year follow the same sequence; however, because the
General Ledger accounts have already been established (these
accounts are never closed unless and until the school district goes
out of business), the first tranqaction recorded for the next school
year would be the entries for recording the new budget.
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HYPOTHETICAL SCHOOL DISTRICT

GENERAL FUND

BALANCE SHEET

June 30,1967

ASSETS

Cash
Petty Cash
Prepaid Expenses
Accounts Receivable
Investments

$65,354.95
425.00

1,200.00
982.00

12,851.00

Total Assets.. $80, 812.95

LIABILITIES, RESERVES, AND FUND BALANCE

Salaries Payable $56, 964.00
Accounts PayableVendors 4,191.00
Payroll Deductions Payable 6,061.25
Employers Retirement Contributions Payable 6,061.25
Fund Balance 7,107.95
Reserve for Encumbrances 427.50

Total Liabilities, Reserves, and Fund Balance $80, 812.95

Summary

(1) A Balance Sheet is a statement as of a given point in time which
shows assets, liabilities, and fund balance.

(2) The Statement Of Revenue, Expenditures, And Cash Position
is a monthly or annual combination statement that may be useful
to the school board and school administrators.

(3) At the end of the fiscal year it is necessary to make journal
entries which transfer the balance from one account to another
account; such entries are called Closing Entries.

(4) Entries made at the end of the fiscal year to bring the various
accounts up to date are called Adjusting Entries.

(5) The Worksheet is a sheet of columnar ruled paper that enables
the bookkeeper to sort and interpret the trial balance; it also pro-
vides a convenient method of summarizing the bookkeeping records
and proving the accuracy of all calculations.
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CHAPTER VII

Subsidiary Journals

In the previous chapters all transactions were entered in the
General Journal, and subsequently each item was posted individually
to the general and subsidiary ledger accounts. Thus, every time
a check or warrant was issued (cash paid out), an entry was made
in the General Journal which later had to be posted to the appropri-
ate ledger account. In addition, for every receipt of cash there
was also a General Journal entry and an individual ledger account,
posting.

Except in small organizations with relatively few transactions,
this process of entering every transaction in the General Journal
will result in a voluminous and unwieldy journal. A further dis-
advantage is that every item requires individual posting. Since
there may be hundreds of expense entries every month for the vari-
ous classifications of payroll and/or other expenditures as well as a
similar number of individual cash receipt transactions, the possi-
bility of clerical errors is greatly increased.

To avoid these difficulties, a system of subsidiary journals is de-
veloped which minimizes the work and, at the same time, facilitates
various analyses needed for financial statement purposes. These
special journals are used for recording transactions of like nature,
and only those journal entires which do not fit into a subsidiary
journal are entered into the General Journal.

The cash journal

This is the most commonly used subsidiary journal because a
large number of transactions involve cash. The decision on what
type of subsidiary journal should be used depends on the frequency
of the various transactions. Other subsidiary journals that might
be used include payroll, accounts payable, accounts receivable,
encumbrances, and purchases.

Some organizations use a Cash Receipts Journal and a Cash
Payments Journal. These two journals can be combined effectively
in the Cash Journal, and all transactions involving cash entered in
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one record. A Cash Journal is illustrated on the following pages.
The transactions used in the example are the same as those used
in chapter V, pages 57 through 60. Those involving cash are shown
below; those not involving cash are marked "General Journal Entry"
and are not, of course, shown in the Cash Journal illustrated.

21.1
General Journal entry.

.

3. Pay accounts payable to vendors:
School Paper Co $873. 00
School Book Co 1, 200. 25
School Supply Co 900. 00
Athletic Equipment Co 700. 00

$3, 673.25

4. General Journal entry.

5. The school district received a check for $675 from the
neighboring school district for tuition for two special students,

6. General Journal entry.
7

8. The school district borrows, on a 30-day note, $20,000
from the National Bank at an annual interest rate of 3 percent.

9. General Journal entry.

10. Pay the invoice from the XYZ Hardware Store for the 10
gallons of paintinvoice amount is $48.50.

10. The previous encumbrance of $50 is liquidated from both
the control accounts and the Appropriation and Expenditure
Ledger detail account. Note that this is the exact opposite
of the entry initially recording the encumbrance.

11. Purchase a three-year fire insurance policy with Congress
Insurance Agency and pay the premium in full in the amount
of $1,800.

12. Issue a check for $25 to the high school principal to set up
a Petty Cash Fund.

13. Receive a check from the State Department of Education
in the amount of $25,388.

14. Pay the payroll for the 14th of the month (see p. 71, chapter
V, for detail).
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14. At the beginning of the year, the total amount of salaries
was encumbered. Throughout the year, as each payroll is
made, it is necessary to liquidate the amount that has become
an expenditure.

14. Pay the $1,955.70 withheld from the July 14 payroll as
Federal income tax deductions to the U.S. Treasury.

i5. Record payment of employee deductions b,nd employer's
retirement contributions to State retirement system.

16. Receive a check from the local tax collector in the amount
of $84,010.

17. Repay the $20,000 note and $16.40 int:west to the National
Bank.

18. General Journal entry.

19. Pay the June telephone bill in the amount of $97.

20. Pay travel expenses of Miss Smith to the Remedial Reading
Conference in the amount of $38.

21. Replenish the high school Petty Cash Fund because $18
has been spent for office supplies.

22. Pay for textbooks received from the School Book Co.,
transaction No. 18 above. The invoice is for $378 plus $12.50
freight charge.

22. Liquidate the previous encumbrance of $420 from both
control accounts and from the detail account in the Appropria-
tion and Expenditure Ledger. In this instance the expenditure
was less than originally anticipated.

23. The school district's Treasurer uses $50,000 of inactive
funds to buy 90-day U.S. Treasury bills for investment purposes.

24. General Journal entry.

25. Hailstorm damage requires $156 for emergency repairs to
the Lichtenberger Elementary School.

26. Instructional supplies are received from the School Supply
Co., invoice $180, 2 percent/10 days, paid less $3.60 discount.

26. On July 18th a $180 purchase order was issued for teaching
supplies. Therefore, the Teaching Supplies account, No. 240,
was encumbered in like amount to record the obligation. The
terms of the transaction,. 2 percent/10 days, enable the school
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district to realize a 2-percent discount if the bill is paid within
10 days. Thus, the expenditure is $176.40. However, the
original encumbrance of $180 must be liquidated, and this is
accomplished by debiting Reserve for Encumbrances and
crediting Encumbrances. In addition, of course, the encum-
brance must be liquidated from the detail account.

27. General Journal entry.

28. Pay the payroll for the 28th of the month (see p. 85, chapter
V, for detail).

28. A liquidating entry, similar to the one following the
July 14 payroll, is necessary to reduce the salary encumbrance
for the exact amount of the payroll expenditure.

28. Pay the $1,955.70 withheld from the July 28 payroll as
Federal income tax deductions to the U.S. Treasury.

28. Pay the State Retirement Board (employers' rate same as
employees') for the current month's employees deductions plus
the school district's contribution.

29. General Journal entry.

30. A check for $106 is received from the insurance company to
compensate for the hail damage.

31. The school district receives $10,000 as a result of the
maturing of certain U.S. Treasury bills. The original invest-
ment was $9,912.50.
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CASH JOURNAL
Page, 1

Ca h Debit Expenditures
Debit

General
Debit

Date Name of Account Title Post

Ref . N°
G .ni rat
Credit

,
Revenue
Credit

Cash
Credit

Encumbrance Liquidation

Res .DfrAr,iEtric . Encumbrance
4

aq 441/455; 24 1Ca4h [Seg. Bainnrel
1

Cabh 1501 69 445 55

1 3 673 25 1 3Accta.Pauabte-Vendoh4 1610

Con
III

3 A73 25

onec1.a ent4 to:

rfla
I

.fi: ii'SPut 873.00
sock

i I 1 d 1 200.25

..-- /1 -193PtY 900.00
L

iet kr 700.00
C

5Cabh

3 673.25..mtI,---
675D0 RI

Revenue 67520

ru.ition Ptom Othelt

tehoot 11 Ltnict4675.00 80

9D 000,00 8:a6h R2

No Payable 1611 20 000 00

48 50 10F.xpendituitea

Ca4h 48 50

ftesi4Pitaq:
tebenve ,(on Ene.(P.O.) 50 2010

EnembAanee4(102 ) SO 40
itliYARAtlfWg2f: $50.00 720 _

ADOJO Ilfxpenditutea

1 .200 00 napaid Expen4e4 1530

Ca4h
Cl

1 00 00
dkx rhanae4-

nA,Photniutta-- $600.00 820

1111
C441: 2511



CASH JOURNAL
v.

Cosh Debit Expenditures
Debit

General
Debit

Date Name of Account Title
Post

hf. No.
General
Credit

Revenue
Credit

Cash
Credit

Encumbrance Liquidation

Res. for En .
Debit

Enc mbranc
Credit

1111111111
. H

II

'Mr

'I

,,
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ITIMIIME:" , ,
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.14 ' I 1605

I ,

i

'
<

8 w
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o . ayabZente-
,
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. . .17 tika , a t-rnn =Mr9 5
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110 Admin. $ 715 11
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211 Plan. 1,153 21
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U
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1 955 7C beiramilis a a. e-
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(1) The inlioAmation OA this entAy Ld obtained Oom the payAott AecoAd (page 757, ehapten VIII) .



CASH JOURNAL
Page 3

Cosh Debit[ Expenditures
Debit

General
DateDebit Name of Account Title Post

Ref. ° General
Credit

Revenue
Credit

Cosh
Credit

Encumbrance Liquidation

Res. far Enc.
Debit

Encumbrance
Credit

_i_I 6136115
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12.515Fand

511111 'a
Salaneg 110
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Cobh
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12 723111

UI
1

84 010 16 ..h
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. 201Expenatutte6

Ca.sh Til 38 rt:
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CASH JOURNAL
Page _L_

Cosh Debit Expenditures
Debit

Genirol
Debit Date Name af Account Title Post

Ref.
No

'
Generol
Credit

Revenue
Credit

Cash
Credit

Encumbrance Liquidation

Ras, for Enc.
Debit

Encumbronce
Credit
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17. 401 1111.61IEEx.,n, Uh'
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We Je2 $176.40
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CASH JOURNAL
Page

Cash Debit Expenditures
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Analysis of the cash journal

In addition to entering all transactions involving cash in the Cash
Journal, the bookkeeper should enter the beginning cash balance
(debit) on the first of the month in ordei to provide a complete pic-
ture of the cash position. The beginning cash balance, $69,445.55,
is obtained from the Cash account, page 90, chapter V. The off-
setting credit in the general credit column would be posted in the
General Ledger to the Cash account and would thus cancel out the
debit entry. In other words, adding the same amount to both sides
of the Cash account does not change the balance of the account.
However, entering the beginning cash balance in the Cash Journal
does permit the Cash Journal to show, at any given time, the current
cash position. The individual entries in the Cash Journal should be
the same as those in the Cash account, page 90, chapter V. The
postings of the totals of the cash debit and cash credit columns of the
Cash Journal to the Cash account in the General Ledger at the end
of the month produces the new end-of-month Cash balance.

The Cash Debit column is used whenever cash is received. As
indicated above, the individual cash column entries are not posted
to the General Ledger individually; only the total of the column is
posted to the debit side of the Cash account at the end of the month,
which obviously saves labor in posting. The same thing is true of
the cash credit column, that is, only the total of the entries is posted
to the credit side of the Cash account at the end of the month. If
these entries had been entered in the General Journal, six debit post-
ings (cash debit column) and 18 credit postings (cash credit column),
for a total of 24 postings, would have been made to the Cash ac-
count. If the Cash Journal is used, only two postings to the Cash
account are necessarythe total of the cash debit column and the
total of the cash credit column.

The Expenditures Debit column, like the cash columns, also is
posted in total at the end of the month. Since many different
expenditures are recorded in this column, it is obvious that this total
is posted to the Expenditures control account. The detail account
in the Appropriation and Expenditure Ledger to which each amount
is also posted is indicated in the Name of Account column below the
credit entry; make individual postings as you go along, after you
enter them in the Journal.

The General Debit column, as its title implies, is used for debits
in general. Unlike entries in the cash columns and the expenditure
debit column, each entry in the general debit column is posted
individually to the account shown in the name of account column.
Notice that in the latter column opposite each entry in the general
debit column, the postings are made to many different accounts,
each of which does not necessarily have anything in common with
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any other. Since each entry is posted individually, the total of the
column is not posted.

The Number column is used to indicate the physical source of the
entry. Since most cash is paid out by check or warrant, the check
or warrant number is entered. The receipt number is used for cash
received.

The Post Reference column is used to indicate the number of
the account to which posted, and also to show that posting has been
completed. It should be noted here that there must never be a post
reference during the month for the Cash, Expenditures Control,
and Revenue Control accounts because these accounts are posted
only at the end of the month from the totals of columns 1, 2, 5, and 6.

The General Credit column, like the general debit column, is for
entries of a general nature. That is to say, no two entries in this
column necessarily have anything in common, whereas all of the
entries in the expenditure column do. Regardless of what the money
was spent for, each entry in the expenditure column represents an
expenditure. The same relationship applies in the cash columns,
that is, each entry, whether debit or credit, deals with cash. The
revenue credit column also contains entries which all have something
in common : they represent revenue. Again, this lack of a common
nature in the general credit column makes it necessary to post each
entry individually. The total is not posted because it would be like
trying to add apples, oranges, and plums.

The Revenue Credit column has the same relationship to the
Revenue control account as the expenditure debit column has to
the Expenditure control account. Therefore, the total of the
column is posted at the end of the month to the Revenue control
account. Further, the type of revenue is indicated and recorded
by posting to the detail account named in the name of account
column.

The Cash Credit column is used whenever cash is paid out, and
only the total is posted at the end of the month,

The Encumbrance Liquidation section has two columnsReserve
for Encumbrances Debit and Encumbrances Credit. This section
is included with the Cash Journal to provide for liquidation of
encumbrances for each transaction involving a cash expenditure,
and for which an amount was originally encumbered. As in the
General Journal, the entry liquidating the encumbrance immediately
follows the entry recording the expenditure.

These journal entries, like all journal entries, have a debit and
credit part. Let, us now look carefully at the following transactions
because they include entries in all of the columns of the Cash Journal
(see p. 145) :

July 3. The amount of the payment, $3,673.25, was entered
in the general debit column because there is no special column
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for accounts payable. The latter account is indicated in the
name of account column as being the account to which to post
the debit entry. The number 1610 in the post reference
column indicates that the amount in the general debit column,
$3,673.25, has been posted to the Accounts Payable account,
No. 1610, in the General Ledger. Ck 1-4 (checks 1 through 4)
is entered in the number column to indicate the numbers of
the checks used to pay the vendors. Finally, the entry hk the
cash credit column indicates that the asset cash has been
decreased by $3,673.25.
July 5. In this instance revenue was received in the amount
of $675, and thus an entry was made in the cash debit column.
The credit entry was made in the revenue credit column in
order to have the control account reflect this increase. The
detail was posted to Tuition from other school districts, account
No. 80, as shown in the name of account and post reference
columns, respectively. R1 in the number column means this
was receipt No, 1,
July 8. Again cash has been received, this time in the amount
of $20,000. As in the preceding transaction, the entry is made
in the cash debit column. However, note that in this case the
credit is entered in the general credit column. This cash was
not revenue, and, in the absence of a special column for notes
payable, the entry has to be made in the column for miscel-
laneous entries, general credit. The entry in the name ,f
account column indicates the account to which the general
credit entry should be posted. R2 is the receipt number,
and 1611 in the post ref. column is the account to which it is
posted.
July 10. An expenditure of $48.50 has been made and has to
be reflected both in the control account and in the detail account.
Therefore, in addition to the entry in the expenditures debit
column, an entry also has to be made in account No. 720,
Maintenance of Plant Contracted Services. This is indicated
by entering the latter in the name of account column. After
posting, account No. 720 is entered in the post reference column.
Ck 5 is the number of the check written for this expenditure,
and $48.50 in the cash credit column indicates that cash has
decreased. Again, remember that only the totals of the
expenditures debit and cash credit columns are posted.

Most entries in this journal would be similar to the four explained
above. The number of columns in the journal depends on the need
of the individual school district; special columns can be added if
needed. The main consideration is the frequency of certain types of
transactions.
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If a Cash Journal had been used in chapter V with the entries as
indicated in this chapter, the only difference in the ledger accounts
would be the post reference column, that is, instead of showing J
and the page number, it would show CJ (Cash Journal) with the
page number.

Posting from the cash journal

After adding each column in the Cash Journal, post the appropriate
column totals as indicated above. Since each debit entry or entries
should have an equal credit entry or entries, then, obviously, the
total of all the debit columns should equal the total of all the credit
columns. In addition to furnishing the column totals to post, this
also verifies the accuracy of the journal entries. The column totals
are first entered in pencil "footings"; if the total debits equal the
total credits, the permanent entries are made, the date is entered,
the word "Totals" is written in the name of account section, and a
double line drawn as indicated.

As has been pointed out previously, special columns are posted
only at the end of the month when the totals are posted to the
account named in the heading of the column. Therefore, the total
of the cash debit column, $209,574.55, would be posted as a debit
to the Cash account, No. 1501. The post reference for this entry is
the number of the Cash account, No. 1501, and, when posting has
been completed, this number is inserted in parentheses below the
cash debit column of the Cash Journal (see p. 149). The same pro-
cedure applies to the total of the expenditures debit column, that is,
its total is posted to the Expenditures control account as a debit.
The account number of the latter, No. 2050, is entered below the
column total as the post reference.

A checkmark is entered in parentheses below the general debit
and general credit columns to indicate that the items in the columns
were posted individually.

The revenue credit and cash credit column totals are posted in the
same manner as the cash debit and expenditures debit column totals.
The post reference is similarly derived and entered below the column
totals.

Of the 31 transactions listed in chapter V, 24 involved cash, and all
of these were entered in the Cash Journal. The cash position can be
computed at any time by deducting the total of the cash credit
column from the total of the cash debit column.

In summary, then, the Cash Journal has these advantages: (1)
saves labor in posting, which results in less chance of clerical error;
(2) includes all of the cash items in one place; (3) provides a ready-
made analysis as part of the formal records; (4) permits a daily
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control of cash balance; and (5) facilitates the preparation of the
monthly cash statements.

Bank reconciliation

In all school districts, the bank account for every fund should be
reconciled each month. The bank reconciliation follows exactly the
same pattern the reader might use to reconcile his own personal
account at a bank. The form illustrated on page 155 could be used
for this purpose.

Copies of validated deposit slips covering deposits not reflected on
the bank statement are used to complete part 2 of the Bank Recon-
ciliation form. Under part 4 the outstanding checks are determined
by comparing returned checks with the record of those issued during
the month as well as with those outstanding at the beginning of the
month. This process will indicate which checks remain outstanding
at the end of the current month. After completing 1 through 4 of
this form, the Adjusted bank balance (5), should equal the Balance per
books (6). If these two figures do not agree, it will be necessary to
locate the cause of the errormade either by the bank or by the
school districtand make the necessary corrections. One cause
which may easily be overlooked is a charge made by the bank but
not entered on the school district's records. When the error has
been located and corrected, the figures on the bank reconciliation
should also be corrected so that item 5 will equal item 6.
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Bank

HYPOTHETICAL SCHOOL DISTRICT

XVILLE, U.S.A.

BANK RECONCILIATION

1. Balance per bank statement, 19_
2. Plus Deposits not credited on bank statement:

Date Amount Date Amount

3. TotalBalance plus deposits not credited on bank state-
ment:

4. Less Outstanding checks:
Check No. Amount Check No. Amount Check No. Amount

$ $ $

5. Adjusted bank balance, 19

6. Balance per books, 19 _

Summary

(1) A journal which is used for recording transactions of like nature
is called a Subsidiary Journal.

(2) A Cash Journal is the subsidiary journal used to enter all trans-
actions involving cash.

(3) A Bank Reconciliation is a comparison of the bank statement
and school district book balances; one should be made each month.
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CHAPTER VIII

Payroll Procedures

Two of the transactions in chapter V involve paying salaries to all
personnel of the school district. It should be noted that there is a
two week interval between these entries, and that there are 26 paydays
annually. Whether the employees are paid monthly, semimonthly,
or every two weeks, the same basic payroll procedures and methods
are used. Payroll journal entries such as those illustrated in chapter
V result from a payroll payment order or record. This is a work-
sheet which serves to bring together all of the information pertaining
to salary and deductions for each employee, and an example is shown
on page 157. More or fewer columns may be used according to the
needs of the individual school district.

There are many different Payroll Record formats that might be
used. A relatively small school district might list all employees
alphabetically in one Payroll Record, with an expenditure classifi-
cation summary to provide totals for the payroll journal entry.
Many school districts use one payroll for certificated personnel and
another for noncertificated personnel A large district might have a
section for each school in the district. In the example on page 157,
the Payroll Record is sectionalized, that is, there is a separate section
for each salary expenditure category. This format provides for
totals by expenditure classification as well as an overall expenditures
total.

The decision on whether one consolidated payroll record or several
more specialized ones will be used depends on the number of em-
ployees and the number of different expenditure classifications,
whether or not all employees are on the same payroll cycle, and
whether it is desired to have individual expenditure classifications
for each separate school for comparative purposes. Whatever sub-
divisions are used, the totals of the various columns and sections
must be brought together into summary totals al-, shown on page 157.
These summary totals form the support for General Journal entries
such as No. 14 on page 71 of chapter V.

The Salaries Payable section of the payroll record provides for
recording preparation of paychecks for personnel whose salaries have
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(1) (2) (3)

Hypotheticat Sehoot abstUet - Pay/Lott Reeoltd

(4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14)

NAME Pos.
E p.

Clas.
Period
Gross

Adjustment Adjusted
Gross

TOTAL
Deductions

Net Pay Warrant
Cale Amount W,T, Rot, Soc. Sec, Ins.

ADMINISTRATION:
Conrad, Kenneth Supt. 110 542 00 542 00 64 96 39 30 19 64 7 50 410 60 1649

White, Delores SEC. 110 173 00 173 00 1650

Total 110 715 00

PRINCIPALS:

Cleveland, Harriet M. Pun. pm 368 00 368 00 36 96 25 80 13 34 7 50 284 40 1651

Kitchens, Robert Pnin. OM 402 00 402 00 For tllustra
eoch
duction
would
tion section

expenditure
section

be n

ion,

compl
cessary
for each

only the
class

to
I

first
Motion
led.
omplete

ne entry.

line
has

In practice,
the

entry
the

deduc-

in 1652

Osborn, Walter Pnin. 211 383 00 383 00
de-

it
1653

Total 211
1..............

1 153 00

SUPERVISORS:

Castillo, Louis A. Supv. 424 00 424 00 41 46 29 70 15 37 7 50 329 97 1654

Spencer, John Supv. 345 00 345 00 1655

Total 769 00

TEACHERS:

Altman, Andrew A. iChh. i 298 00 298 00 30 80 19 01 10 80 7 50 229 89 1656

Archer, Robert G. Tehh. 250 00 250 00 1657

Bond, Beatrice S. Tehh., 230 00 230 00 1658

Total 111 00

LIBRARIAN: / 307 00 307 00

CLERKS:

OTHER SALARIES:

NURSE: 1410 1461001

OPERATION OF PLANT: r-----171 769 00

I I I 1 1 1461 001 1 1 1 1 f [ 1 1 -1
769 00

TOTAL EXPENDITURES 5,232 00 5,232 00.
SALARIES PAYABLE:

Aldinger, John B. Tch4.S/P 215 00 215 00 22 82 17 20 7 79 6 50 160 69 1659

Ardmore, Beverly C. _Tehh. S/P 256_00 256 00 1660

TOTAL SALARIES PAYABLE

TOTAL DEDUCTIONS 4 NET PAY

14 225 00

955 70 972 85 906 25 48 0015,142 20



been charged to the previous year as explained on page 70, chapter V.
Note that, in column 3, S/P has been entered. This meanssalaries payable; an expenditure account number is not entered
because the appropriate expenditure accounts were entered in June
when the salaries payable were "set up."

Preparation of this Payroll Record is the first step in payrollaccounting. The employees are listed in alphabetical or other
predetermined order in the name of employee column, under each
classification, and their position is entered in the next column
teacher, custodian, secretary. The number of the account to be
charged in the Appropriation and Expenditure Ledger is entered inthe expenditure classification column. The annual salary for each
employee is obtained from the contractual agreement between the
school board and each employee, a copy of which should be on filein the business office. The annual salary divided by the number of
pay periods yields the period gross earnings (col. 4). If some
employees are paid on an hourly basis, the gross earnings may well
vary for each pay period and many of the deductions will have to be
recalculated each time.

Adjustments to gross salary

There may be additional salary payments due individuals for
services that are not included in their annual contract. Instructional
personnel are sometimes paid for extracurricular services on an "as
rendered" basis, particularly for coaching or other extra duties.
Noninstructional personnel usually are paid on an overtime basis for
such duties as opening a building at night for community programsand special bus trips. These payments are entered as an addition in
the adjustment column and are coded to indicate the reason for the
payment.

There are also deductions that must be made from the gross salary,
representing services which were included in the annual contract but
which were not performed. Under circumstances determined by the
school board, both instructional and noninstructional personnel maybe granted personal leave without pay, or may use sick leave in
excess of the number of days to which they are entitled. Theseamounts are entered as a deduction in the adjustment column and
are also coded to indicate the reason for the deduction. The ad-
justed gross pay for this period is then entered in column 7.

Deductions from adjusted gross salary

The figure entered in the adjusted gross salary column is used as
the basis for calculating the deductions to be made for withholding
taxes and other similar items that are dependent on the actual
earnings of the individual. The more common of these deductions-
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Federal and State income tax, retirement, and social securityare
less subject to change by the employee because the rate of these
deductions is set by law. Of course, changes are occasionally neces-
sary when the number of exemptions claimed for income tax deduc-
tion purposes changes. An individual may also increase the amount
by agreement with the employer and a special entry on Federal
Form W-4, Employee's Withholding Exemption Certificate, This
form provides the information needed to compute the income tax
deduction and is completed by the employee showing the exemptions
claimed. The Internal Revenue Service and others provide em-
ployers with tables which show how much must be withheld accord-
ing to the individual's salary, number of exemptions claimed, and
additional voluntary deductions, if any.

The number and purpose of other payroll deductions will vary from
district to &strict.

When possible, deductions should be computed and spread equally
over the pay periods of the year. Obviously, it is advantageous to
have the same deduction for each item each pay period, and as few
changes in the number of deductions as possible; therefore, changing
and/or adding voluntary deductions such as hospitalization, savings
bonds, or professional association dues might well be limited to
certain periods during the year, for example, semiannually or
quarterly. Generally, the school board approves the handling of
such voluntary deducti,;113 before the finance officer can provide this
service. It is also good practice to require from the employee a
written authorization for voluntary deductions or for changes therein;
this provides an official record and might preclude later misunder-
standings.

Payment of amounts due

The net amount due to each individual is determined by subtract-
ing the total of the deductions shown in columns 9 through 12 from
the adjus,ted gross pay shown in column 7. This figure is then en-
tered in column 13 and the warrant or check is written to the em-
ployee for this amount. The check number is entered in column 14.

The total of each of columns 9 through 12 indicates the amount
that should be remitted to the agency for whom the deduction was
made for this payroll. In the illustration shown on page 157, for
example, the amount of $1,955.70 should be remitted to the Internal
Revenue Service and $972.85 to the retirement system, and so on.
The method of journalizing these amounts is illustrated in chapter V.
To prevent incurring penalty or interest charges, the finance officer
needs to be thoroughly familiar with remittance date requirements of
the Internal Revenue Service and other agencies.

On page 73, chapter V, the second entry on July 14 involves
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liquidating encumbrances for the July 14 payroll. The entire fiscal
year payroll was encumbered in the first journal entry on page 63,
chapter V. With each succeeding payroll, a similar entry will be
made to liquidate the amount of the encumbrance that has become
an expenditure. This is consistent with the handling of items
purchased: when the bill is paid, the expenditure is recorded and the
encumbrance is liquidated.

The reason for encumbering the entire fiscal year payroll and not,
for example, Teaching Supplies, is that the payroll includes the total
of all salary contracts, each of which is a contractual obligation.
Therefore, this total is a definite amount, and, if there are no resigna-
tions or additional personnel hired, agrees exactly with the amount
actually expended for the year for salaries. The amount to be
expended for Teaching Supplies, however, like that in most other
expenditure categories, is not nearly as ascertainv,ble and thus
should not be encumbered for an entire year.

It might be well to review again the reason for the encumbrance
procedure. Essentially, encumbrances serve to commit funds.
When the amount of committed funds is added to actual amounts
expended and the sum subtracted from the budget appropriation,
the yield is the amount of uncommitted funds. Thus, the financial
picture is complete. If entries were not made for commitments, the
school district would, at best, have only a rough estimate of the
amount of its uncommitted funds.

To facilitate the payroll encumbrance and liquidation, at the
beginning of the fiscal year a summary such as that illustrated on
page 161 is prepared. The basic requirements of this summary are
to provide (a) a complete accounting for all personnel whose salaries
should be encumbered, (b) a grouping of these salaries to show
periodic and annual salary totals by budgeting classifications, and
(c) a record of changes in personnel and salaries. The Payroll
Encumbrance summary illustrates the adjustments in encumbrances
totals including the resignation of Miss Jane Jones on the 24th and
the signing of a new contract with Miss Mary Moore on the 27th.

The relationship between the Encumbrance Summary, the
Payroll Record on page 157 of this chapter, and the July 14 journal
entry on page 71, chapter V, should be identified. It should be
noted that the same amount appears for each expenditure classification.
For instance, $715 is shown in all three for account No. 110, Ad-
ministration. As mentioned previously, the Payroll Record serves
as the source for the journal entry recording the payroll expenditure.
This journal entry is then automatically followed (see p. 73, chapter V)
by the journal entry liquidating the encumbrances for the exact
amount of the expenditures. By referring to the Total Encumbered
line in the Encumbrance Summary, and comparing the entry in the
biweekly column for each expenditure classification with the cor-
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Individual earnings record

An Individual Earnings Record is required to report income for
Federal income tax and other purposes. It usually is arranged to
parallel the payroll form, and is similar to the one illustrated on
page 163. It is customary to use column footings to show the re-
quired totals on hand-posted records, and to use separate "Year to
Date" columns in machine accounting. Usually the heading of the
Individual Earnings Record provides spaces for recording all of the
information needed to calculate the gross pay for the individual.

When the Individual Earnings Record is used to prepare the basic
payroll document each month, or when the payroll is based on
"exceptions" (reporting changes only), a "Standard Entry" line is
frequently included on the earnings record. This procedure elim-
inates the necessity for retyping unchanged figures each month.
The figures are entered when the contract has been signed and the
standard deductions are determined. From that point on, it is
necessary only to use the same amounts each month unless an excep-
tion, such as a change in salary rate or a change in deduction(s), is
authorized.

In the illustration on page 163, the salary placement is shown as
The roman numerals indicate the academic level achieved

such as Ibachelor's degree, IImaster's degree, IIImaster's
degree plus 15 semester-hours, IVdoctor's degree. The arabic
numerals represent the number of years of experience recognized by
the district for salary purposes. The contract period may be shown
in this district either as 10, 11, or 12, depending on the number of
months' work required by the employee's contract. The amount
to be deducted per day for excess sick or personal leave is usually
calculated and entered. The other spaces on the form are completed
as indicated and are self-explanatory. The additional pay rate is
usually shown on a per hour or per day basis for noncertificated
employees. The Finance Officer generally needs only such infor-
mation as is shown in our example, but may add more if the form is
to be used as a personnel record. Completion of all individual
earnings records is the last step in the payroll process for a given
pay period.

The earnings record is footed periodically to prove the accuracy
of the postings and official totals are usually taken at the end of the
fiscal year and at the end of the calendar year. Fiscal year totals
are usually required in connection with the annual audit to prove the
accuracy of the amount paid as compared with the contracts. Cal-
endar year totals are required for reporting withholding tax or social
security information to the Federal, State, or other agencies involved.

162



en
e...
cv

e
c i

I.

1
i

ce

8 .--.
i a
Ir
(1)0
Z
E CD

CC T
,,,, c:.

c;
cig0

en

0
Z ...,

v,
411

ea)

6
....

....

0

J

Le:

. 7)

:
......

v ,

9

1

fr.4

ig

1
....

.g
g

eoco t

1.I,

v

a i2

.g'

LI

CA
rz.!,......

-

E

7,

I

'''
2
K

E

'e.

....:

tov

r.,.
c
Lrl

e.

,,,,

;
g
1

4114
00
In
./3

, ..)

t
l
.

ee

en

i

.

v,a. 8
,.. X ;a... I
Z

g;
c:n

c.,

::,

c...e

VI

0

.9.
C3

c:.-,..
Q.
ill

,..:

,,.
Na_

41'4 C3

L: . 0
VI I,

,::.
,

t...
CD

>.VI
4,r, Z <I a

2
CD

c.
'''0
CZo

.

t ,'P

,...

" '0,
,...

CD

0'
P-

ICe <

Y C3I- 2

CD
00

tf,

t.: , ,.
x a
. - a.

2'.
c)
eel

2
c::
en

).-<a.
.-.

6
i:
..p,

Q

U.104 <
< c:3

,..,_- 2

cc
4
0..
c...,

21 8
rT1

c2.

°,..
'Y';'

cNo

.
°
igc.,

1
I:.i

Ig

C3
<

w
Q
t./u

a.

-

U.
C 4 <
.

< c:3

`.. c.)I

,zo
CZo

.0
0,
C.1

CD

uoa.

CD
CD

4a.
N

ret
tar

so
so...,
v
Ft
rs

SUMMARY

(1) A Payroll Record is a worksheet which includes all of the infor-
mation pertaining to salary and deductions for each employee.

(2) A complete accounting for all personnel having salaries to be
encumbered, a grouping of these salaries to provide periodic and
annual salary totals by budgeting classifications, and provisions for
recording changes in personnel and salaries are included in the
Payroll Encumbrance Biweekly and Annual Summary.

(3) The Individual Earnings Record is maintained to keep a record
of each employee's earnings and withholdings.
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CHAPTER IX

Cafeteria Fund Accounting

One of the many responsibilities in the administration of a school
district is the management of the school lunch and food service
program.

The management of the food services program requires that
records be kept of all financial transactions. Since the school
district receives revenues for the operation of the food service from
such sources as sales to pupils and teachers, and reimbursement
from Federal, State, and sometimes local sources, a special fund is
recommended with separate self-balancing accounts to give better
financial control and a clearer presentation of revenues and expendi-
tures. Recording these specialized transactions in a separate fund,
often called the Cafeteria Fund, helps the school administration to
analyze the operation and determine the cost of food services.

The principles, procedures, and practices are basically the same
as those illustrated in previous chapters for the General Fund.
One notable addition is a report or financial statement called the
"Profit and Loss Statement" (sometimes called the "Revenue and
Expenditure Statement" or the P. & L. Statement) which is illustrated
later in this chapter.

The periodical inventory method

Most school food service operations use what is known as the
periodical inventory method. An end-of-accounting-period in-

ventory is determined by counting and listing all food and other
supplies on hand for processing and resale the following month,
and pricing those items in terms of cost. This procedure is called
"taking a physical inventory."

The inventory thus determined is shown in the balance sheet as
an asset. The bookkeeping procedure in the periodical inventory
method requires the keeping of an Inventory account which will
have a debit balance at the beginning of the month of

Inventory
10/1 6, 000i_ _ _
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and the Purchases account will have a zero balance at the beginning
of the month:

Purchases
10/1

In the periodical inventory method no entry is made to the
inventory account during the month. Entries are made at the end
of the month to clear off the balance of the beginning inventory,
and a separate entry is made to record the new "end-of-the-month"
inventory amount. Throughout the month purchases are debited
to the Purchases account, and this account is closed each month in
the same manner as all other expense accounts are.

The financial transactions may be recorded in a separate General
Journal as illustrated previously for the General Fund. Often a
specifically designed set of books of original entry is used in a food
service operation.

Recording the original assets and liabilities, the estimated budget
for the year's operation, the receipt of the daily revenue from the
school cafeterias as well as Federal and State subsidies, purchases,
payroll, and all other routine transactions is done in the same
manner as previously discussed. A repetition of a series of such
transactions involving all the individual accounts will not be made
at this point. Instead it will be assumed that the last day of the
month has arrived and the final balances in the individual accounts
will be used to prepare the monthly closing statements.

The trial balance

The Trial Balance shown below reflects the balances of the indi-
vidual accounts, without any adjustments, at the end of the month.

HYPOTHETICAL SCHOOL DISTRICT
CAFETERIA FUND

TRIAL BALANCE (BEFORE ADJUSTMENTS)

October 3L 1966
Cash: Debit Credit

In Bank $1, 950
Cashiers Change 200
Petty Cash 50

Accounts Receivable:
Federal Platter Reimbursement 500
State Milk Reimbursement

Food and Supply InventoryOctober 1, 1966 6, 000
Accounts Payable $4, 800
Fund Balance--October 1, 1966 3, 500
Revenue:

Sale of Lunches 30, 000
Federal Platter Reimbursement 300
State Milk Reimbursement 700

Food and Supply Purchases 17, 100
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Freight and Cartage

Debit Credit

$100
Labor 9, 600
Payroll Overhead 1, 000
Equipment Maintenance 200
Miscellaneous Expense 2, 600

$39, 300 $39, 300

Periodical inventory methodworking papers

On the next several pages are the various stages of working papers
for closing the accounts and developing the financial reports at the
end of an accounting period. Observe the following features in the
working papers:

(1) The first papers carry the final balance previously shown.
(2) The column heading Profit and Loss has been used in place
of Revertue anti Expense. Either terminology is considered
acceptable.
(3) Columns for the adjusted trial balance have been omitted.
Many accountants prefer to extend the trial balance amounts,
as adjusted by the data in the adjustments column, directly to
the statement (profit and loss and balance sheet) columns.
(4) All the accounts in the ledger except the Profit and Loss
account have been listed in the trial balance, including accounts
which have no balance when the trial balance is prepared.
In the ledger of an established school district fund, there may be
several accounts that normally have no balances when the trial
balance is prepared but acquire balances from the adjusting
entries. In a Cafeteria Fund, Federal or State reimbursement
accounts are an example. As platter or milk count totals are
determined at the end of the month, the applications for re-
imbursements are filed and thereby create accounts receivable.
The reader may find it desirable to list such "no balance"
accounts in the statement order in the trial balance of the work-
ing papers; this procedure, by avoiding the addition of account
titles below the trial balance, produces working-paper informa-
tion more nearly in statement order.

Stage 1. The working paper identified as stage 1 shows the con-
dition of the papers after the following steps have been taken:

(1) all working paper headings are entered,
(2) the trial balance is entered,
(3) the adjustments are entered.

The journal entry for the adjustment shown in stage 1 is as follows:
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GENERAL JOURNAL
CAFETERIA FUND Page 2

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF.

DENT
AMOUNT

CREDIT
AMOUNT

Oct.
966

31 Accounts Receivabte-State Wth Rarbtatoment 200 00

- 4 f Mi e.h RPi eement 200 00

To neeohd nick neimbuAzement due ptom

State 4olt. weeksa Oct. 25-31. 1966

Stage 2. The working paper identified as stage 2 shows how it
appears after the completion of the following additional steps:

(1) The balances in the Inventory (beginning) and Purchases
accounts appearing in the trial balance have been extended to
the profit and loss debit column. The sum of these two debits
($6,000+$16,100,422,100) $22,100, is the cost of goods which
were available for processing or resale during the month;
(2) The ending inventory, $6,400, which does not appear in the
trial balance, has been entered in the working papers in two
places;

(a) in the profit and loss column, because it will appear in
the profit and loss statement as an element of the compu-
tation Df the cost of goods sold; it is entered in the credit
column because it is a deduction from the opening inventory
and purchases, which are debits. The profit and loss columns
now have a debit balance of $16,800, the cost of goods sold;

(b) in the balance sheet debit column, because the ending
inventory will be shown in the balance sheet as an asset.

Stage 3. The working paper identified as stage 3 shows the com-
pletion of papers after the following steps:

(1) All trial balance column and adjustment column figures
have bean transferred to their proper places in the profit and
loss columns, the fund balance columns, and the balance sheet
columns;
(2) The net revenue balancing figure on the debit side of the
profit and loss columns is balanced by a credit entry in the fund
balance columns;
(3) The sum of the credit balances of the fund balance at the
beginning of the period plus the net revenue credit amount are
balanced in the fund balance columns by a debit entry which
requires a credit entry on the balance sheet to show the fund
balance as of October 31 for the end of the accounting period.

Many school districts receive donated food commodities for use
in the school lunch program. Such commodities are usually made
available by the U.S. Department of Agriculture. Usually the only
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costs to the school district are freight, delivery, and storage. The
receipt of these commodities is not recorded as income; however, an
entry, based on current market prices, should be made to show
acquisition and valuation of the donated assets (debit the Donated.
Inventory account and credit the Fund Balance account). This
valuation would be used for balance sheet and inventory purposes.
An inventory of surplus commodities is requfred and is kept separate
from the purchased inventory.

Closing entries

The closing entries under the periodical inventory method are
shown below. Observe that, in these entries, the beginning
inventory is removed from the Inventory account by a credit, and
the ending inventory is debited to the Inventory account.

GENERAL JOURNAL
CAFETERIA FUND Page 2

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF.

DENT
AMOUNT

CREDIT
AMOUNT

1966
Oct. 31 Revenue

31.200

6,400

00

00
Inventory - Oct. 31. 1966

Pnoi.it and Loss
37,600 00

To eZo4e. the Revenue account and zet

up the endina .inventory.
36.600 00

31 No tiktala-1124.4

Inventory - Oct. 1. 1966
6,000 00

Food and Suppty Pmehases

Fhei.ght_aAdCaItialy

17.100

100

9,600

00

00

00
Labor

----,---22011"°"2112"4
1.000 00

Equipment Maintenance

Misceetaneous Expense

200

2,600

00

00,

To acme the expense accounts and

remove the beginning inventohy 4hom

the Inventory account.
1,000 00

1 000 00
31, Pholiit and Loss

Fund Baiance

To acme the PhoAit and Loss account.

After the above entries are posted, the Inventory account and the
Profit and Loss account will appear as follows:
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10/1 6, 000
10/31 6, 000

10/31 6, 400
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Hypotheticat School. DiAtAict, Ca6etekia Fund
STAGE 2

Worthing PapeA4

Fort the Month o Octob0A, 1966

Thiat Balance Adju4tment4 PAo6it 6 Los Fund Balance Balance Sheet

Cush:
In Bank 1,950

Ca4kieilaCtlatge 200

Petty Wit 50

Account4 ReceivabZe:

Fedmat Aeimbumement 500

ii,00(a)State WA AebnbuAsement --

Food 6 Suppey Invento/ty-Oct.1,1966 6,000 6,000

Accounts Payaixte 4,800

Fund Balance - Oct. 1,, 1966 3,500

Revenue:
fars;r1Thtattel 30,000

FedeAat Aambutament 300

State Mitlz Re.Unbuh4oremt 700 200(a)

TT5U S Supply POEhaAes 17,100

100

17rifh0
100FAeight 6 CaAtaie

TaLoA 9,600

PayAott OueAhead 1,000

Equipment Maintenance 200

MiAcettaneouA Expen4e 2 600--171,777,707= 200

Food 6 Suppty InuentoAy-Oct.1,1966 6,400 6,400

TY) To AecoAd7Cdjunent 04
aceJtued nevenue on State Mitk

Reimb OA week eo4 Oct.25-31,1966



Hypothetical School Witkiet, Ca4tetia Fund
STAGE 3

Wokhing Papers

Fok the Month o6 October, 1966

Trial Balance Adju4tment4 Pkogt 6 L044 Fund Balance Balance Sheet

CInIn Bank 1,950
1,950

Cu4hiek4 Change 200 200

Petty Cash 50 50

Accounts Receivable:

Fedenc Recur 500
500

State Ittith Reimbukzement -- 200(a) 200

Food 6 Suppty Inventory -Oct. 1,1966 6,000 6,000

Accounts Payabte 4,800 4,800

Fund Balance - Oct. 1 1966 3,500 3,500

Revenue:

Sate 6 Lunchea 30,000 30,000

Federal Reimbuksement 300 300

State Mitk Rambumement 700 200(a) 900

Food 6 SuppiTTaihase4 17,100 17,100

Fkei,ht 6 Cakta,e 100 100

Labor. 9,600 9,600

atykott Ovehhead 1,000 11, 000__-
200

Equipment Maintenance 200

Miscettaneows Expense 2 600

37,7073177071-TOT=0
2,600'l

Food SSupptyInventoky-Oct.31,1966
6,400 6,400

Net Income Kok Month o6 Oct.,1966 1 000 1,000

37 600 37,600

un, 4 - et. *.

..,,,
4,500 4,500

4,500 4,500 9,300 9,300

(a) To record the adjtatment o4 acckued revenue on State Mi.& Reimbuksement for week o6 Oct. 25-31, 1966.



Taking the figures from the working papers, the financial state-
ment called the Profit and Loss Statement would then appear as
follows:

HYPOTHETICAL SCHOOL DISTRICT
CAFETERIA FUND

STATEMENT OF PROFIT AND Loss
FOR THE MONTH OF OCTOBER 1966

Revenue:
Sale of Lunches $30, 000
Federal Reimbursement 300
State Milk Reimbursement 900 $31, 200

Deduct Cost of Food Sold:
Beginning Inventory October 1, 1966 $6, 000
Food and Supply Purchases 17, 100
Freight and Cartage 100

Cost of Food and Supplies Available for sale $23, 200
Less Ending Inventory October 31, 1966

Cost of Food Sold

6, 400

16, 800

Gross Profit $14, 400
Deduct Operating Expenses:

Labor $9, 600
Payroll Overhead 1, 000
Equipment Maintenance 200
Miscellaneous Expense

Total Operating Expense

2, 600

13, 400

Net Income for Month of October 1966 $1, 000
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Again taking the figures from the working papers, the Balance
Sheet for October 31, 1966, would appear as follows:

HYPOTHETICAL SCHOOL DISTRICT

BALANCE SHEET

CAFETERIA FUND

October 31, 1966

Current Assets: Current Liabilities:
Cash $2, 200 Accounts Payable $4, 800
Accounts Receivable: Fund Balance 4, 500

Federal 500
State 200

Food and Supply
Inventory 6, 400

$9, 300 $9, 300

In summary, the financial transactions for a Cafeteria Fund may
be kept, using the same principles, procedures, and practices as
were used for the General Fund. The addition of the Profit and
Loss Statement is an essential management tool alerting the school
food service director and the school administrator to any situation
where expenses start to exceed revenues, allowing them to take the
necessary corrective action.

Summary

Cafeteria Fund accounting differs from other public school ac-
counting in that (1) the statement relating to revenue and expendi-
tures is called the Profit and Loss Statement. (2) sales (of school
lunches) are major sources of revenue; and (3) a monthly (periodic)
inventory is required. However, the same principles apply to
Cafeteria Fund accounting as apply to the General Fund.
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CHAPTER X

Debt Service Accounting

Most school districts, like most individuals, find it necessary
to borrow money when building new facilities. An individual
usually signs a "mortgage," but a school district customarily
sells "bonds" or "revenue certificates."

A mortgage is an agreement entered into between the party bor-
rowing the money and the lender, whereby the borrower's interest
in the property is transferred to the lender for the purpose of creating
a security for the debt. If the debt is not paid, the lender can,
through proper legal procedures, have the property sold and the
proceeds used to repay the amount owed. Because the market for
school buildings is small, and since the school district usually needs,
in addition to the construction cost of the building, money for
furnishing, equipping, grading, paving, etc., mortgages are not
normally used in public school financing.

A bond is simply a promise to pay. Its only value is based on the
integrity of the school district and on the security of the sources of
income from which the school district plans to repay. The charge the
lender makes for the use of the money (interest) is determined by
his opinion of those two factors and also by other opportunities to
invest money (the conditions of the bond market, for instance).

Bonds may be divided into two broad categories on the basis of
the source of revenue used for repayment. If the payment is to
come only from income produced by the building, the term "revenue
certificates" is generally used. This type of financing might be
used in connection with a stadium where admission will be charged
or for a dormitory where rent will be collected from the occupants.
It is not usually used in connection with school buildings; however,
in a few cases some other agency erects the building and then rents
or leases the building to the school district. The other agency
could finance the construction with revenue certificates, but the
only obligation the school district would have would be the payment
of rent.

The type of bond most frequently issued by school districts de-
pends on the income from a tax levy for the money to pay the
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obligation. This is called a "full faith and credit" bond (usually
called a bond) because the taxpayers of the district have, generally
by an election, agreed to assume the obligation and to pay the
taxes necessary to meet the payments as they come due. The
holder of the bond can therefore rely on the full faith and credit
of the entire district to pay the obligation.

Bonds may also be characterized by the way in which payments
are to be made. If payments must be made only to the recorded
owner of the bond, they are called "registered bonds" since the
name of the owner is recorded in a register kept for that purpose.
If payment is made to the person holding the bond (without the
district having to determine how he got possession), they are known
as "bearer bonds." Bonds can be registered by both payment of
interest and payment of principal or registered by the payment
of principal only, with the interest paid to the holder. Where the
interest is to be paid to the holder, coupons are printed as a part
of the bond document. Each coupon represents the interest due
on that particular bond for a certain specific period of time. The
school district is required to pay the interest represented by the
coupon to anyone who properly presents it for payment.

Bonds may also be classified as "callable" or "noncallable"
depending on whether or not they can be paid before maturity.

With this background in mind, let us look at the problems which
the finance officer of the school district will face in setting up the
bank accounts and the necessary financial records to properly record
the transactions which will take place during the life of the bond issue.
Since some of these problems can be eased or made more burdensome
depending on the wording of the bond resolution, it is usually advisa-
ble for both the school district attorney drawing the bond resolution
and the school finance officer to be familiar with the accounting
problems and procedures involved.

Only in very small bond issues where all the bonds are to be sold
locally does the school district ever make a direct payment to the
holder of the bond. It can, of course, be done, and the bond resolu-
tion usually states that it can be done. In practically all issues,
however, a bank is designated as the "paying agent." It may be a
local bank or a commercial bank located in one of the major cities.
The name and address of the paying agent is printed on the bond
and on each coupon, and the paying agent, for a fee, makes the
individual payments through regular banking channels. The
school district sends its check to the paying agent for the total
amount due far enough in advance to permit the check to clear before
the bonds or coupons are actually due for payment. The paying
agent reports to the school district periodically the amount of money
received, the bonds and coupons paid, and the balance on hand.
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The paying agent will also take over the duty of registering the
owner, destroying the paid bonds and coupons, and preparing and
certifying a "cremation certificate" showing what items have been
paid and destroyed, or returning the paid bonds and coupons to the
school district.

In this last discussion there has been no mention of accounting
forms. This has been done deliberately to emphasize the role of the
paying agent and to point out the disadvantages when the school
district serves as its own paying agent. When a bank acts as paying
agent, it serves in a trust capacity. The school district has met its
obligation when it remits the total amount due prior to the maturity
date; it can record the entire transaction as a payment of interest or
as a retirement of the debt, whichever is appropriate. If the holder
of the bonds or the interest coupons does not present them promptly
for payment (and it is by no means rare for some to be presented a
year or more late) there are no additional entries to be made in the
district's accounts, and, even more important, the reputation of the
school district for meeting its obligations when due is protected.
Such a reputation is a major factor in the ability of a school district
to sell additional bond issues at a reasonable interest rate.

Bonds are usually sold and delivered after the date interest begins,
and accrued interest must be taken into account. If $100,000 of
4-percent bonds were sold at par plus accrued interest a mOnth after
the date of the issue, the entry in the district's records would be:

April 1 Cash $100, 333. 33
Bonds Authorized $100, 000. 00
Bond Interest Expense 333. 33

Sold $100,000 worth of 4-percent bonds dated
March 1, at 100 (par) plus accrued interest.

The accrued interest will be used to aid in meeting the first interest
maturity that comes due.

Bonds may not, however, always be sold at face value (par).
There are many reasons why a buyer may be willing to pay more
(premium) than the face value. For example, the interest being
offered may be considerably more than the investor can get else-
where, or the premium may be used to adjust the net interest cost
over the life of the bond to a fractional amount that would be im-
practical to pay in annual or semiannual installments. For example,
4-percent interest payable semiannually works out to $20 per
thousand dollar bond in each payment. A net interest of 3.83 percent
might be the best bid. Such a rate could, however, cause complica-
tions in calculating the individual interest payments. Paying a
premium on the purchase of the bond would, however, have the
same result. If the bonds were sold at a premium, the entry would be:
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April 1 Cash $104, 333.33
Bonds Authorized.. $100, 000.00
Bond Interest Expense 333 .33
Premium on Bonds Payable 4, 000 .00

Sold $100,000 worth of 4- percent bonds dated
March 1, at 104 plus accrued intnest.

The accrued interest and bond premium should be absorbed in the
first bond interest payment.

In many school districts the law or regulations require that the
bond proceeds used for construction be in an entirely separate fund
from those used for the payment of interest or principal. This is
sound financial practice. The amount of the accrued interest and
premium should, therefore, be transferred to the appropriate Debt
Service Fund as soon as it is received.

The following problem has, however, been chosen deliberately
to illustrate a wide variety of transactions. Please understand that
modifications may be necessary to meet the legal requirements of
any given school district.

Example:
The school district validates $100,000 worth of serial bonds on

February 1, and sells them on March 1 for 4 percent at 101 plus accrued
interest. The bonds are dated March 1, but are not delivered
until March 15, and cash is received at that time. The laws and
regulations, as well as the bond resolution, require that the district
maintain a Debt Service Fund for the payment of interest and
principal. The bonds are not registered, interest is payable semi-
annually, and the paying agent is the Ultimate National Bank of
New York. The principal is to be paid off in 20 years.

The journal entries covering the receipt of the bond proceeds and
setting up the appropriation in the Bond Construction Fund are
included in chapter XI. This example will start with the receipt
of cash representing the premium and accrued interest.

The journal entries from March 15, through the following June
30 (the end of the next fiscal year), in the Debt Service Fund should
be carefully studied in connection with the outline of the provisions
given above. Certain transactions, such as the receipt of tax
revenue, are assumed to take place on the dates specified. The
posting of the ledger accounts is illustrated, but appropriate trial
balances as of June 30 should be prepared for both the first fiscal
year and the second fiscal year prior to the posting of the closing
entries for the second fiscal year. After the closing entries have
been made, a closing statement of Assets and Liabilities and Revenue
and Expenses should also be prepared. Refer to chapter VI if any
of these entries are not understood.
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I
GENERAL JOURNAL

DEBT SERVICE FUND Page 1

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF.

DEBIT
AMOUNT

CREDIT
AMOUNT

1967
Matunh 15_Cazh 1501 1,166 67

1,166 57Bond Intme4t Expen4e. 2051

To_Agcond than4Aeh o4 phemium and
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110 III 01
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To Act unl,ttabittty in Debt Sehvice

Fund 40A bond4 4otd.

The entries to set up the books for the next fiscal year, beginning
July 1, would be as follows:

GENERAL JOURNAL
DEBT SERVICE FUND

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF. AMOU NT

DENT
NT

CREDIT
AMOUNT

1967
Juty / E4tbnated Revenue 2020 13,000110

Fund Balance 2010 13.000 000
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, 1..' ,t,A .. I' 4.0 0 'S P'
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Acct.0 Titte Amount
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14 Otheh Locat Revenue 1.000

11

14
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GENERAL JOURNAL
DEBT SERVICE FUND Page 3

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF.

DEBIT
AMOUNT

CREDIT
AMOUNT

196/
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__Revenue
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GENERAL JOURNAL
DEBT SERVICE FUND
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GENERAL JOURNAL
DEBT SERVICE FUND Page 5

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF. AMOU NT

DEMI
NT

CREDIT
AMOUNT

1968
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Account Cash

GENERAL LEDGER
DEBT SERVICE FUND

Account # 50L 1

Page _1_

DATE EXPLANATION
POST
REF.

DEBIT
AMOUNT

NI
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IB ,

EXPLANATION
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CREDIT
AMOUNT

:4 15 efill 1 1.. , ,1115
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GENERAL LEDGER
DEBT SERVICE FUND
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Page
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DEBIT
AMOUNT

DATE EXPLANATION
POST
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4 40 00

GENERAL LEDGER
DEBT SERVICE FUND

Account Inuettments Account N 1550

Page

DATE EXPLANATION
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4,000 00

GENERAL LEDGER
DEBT SERVICE FUND
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Page
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GENERAL LEDGER
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183



Account Matteted BondA

GENERAL LEDGER
DEBT SERVICE FUND

Account # 1641

Page
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GENERAL LEDGER
DEBT SERVICE FUND
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Page _L._
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GENERAL LEDGER
DEBT SERVICE FUND

Account # .9013

Page
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GENERAL LEDGER
DEBT SERVICE FUND
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GENERAL LEDGER
DEBT SERVICE FUND
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Page
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Account Rovonio

GENERAL LEDGER
DEBT SERVICE FUND

Account II 2030

Page _1_

DATE

Prti is
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EXPLANATION
POST
REF,

DEBIT
AMOUNT
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POST
REF,

CREDIT
AMOUNT
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DS13 191 0ooh. 1
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GENERAL LEDGER
DEBT SERVICE FUND
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Page
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DEBIT
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AMOUNT
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1967
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Account _Fxpeorlitiine6

GENERAL LEDGER
DEBT SERVICE FUND

Account # 21!50

Page
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DEBIT
AMOUNT
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AMOUNT
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GENERAL LEDGER
DEBT SERVICE FUND
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Page
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GENERAL LEDGER
DEBT SERVICE FUND

Account Paging Agents Changes Account # 2052

Page. 1

DATE EXPLANATION
POST
REF,

DENT
AMOUNT DATE EXPLANATION

POST
REF,

CREDIT
AMOUNT

0 5 DSJ3 5 O
7967
lOct.15 DSJ3 5 00

00J , 1 DSJ5 10 00 Junq 1 DSJ5 10

Anytown School Dist/act
Sinking Fund
'Rica Balance
June 30, 1968

Account Titee
Acct. .

No
Veat Cheat

Cash 1501 1 061 61

Anne
ond Imeat Exeeme 2051

Amount ded 4on Retinement o4 Bonds 1630

1640

95 000 00

95,000 00Bonds Payaae

Paying Agents Changes 2052

Matti/Led Bonds 1641

.....Lis.'d R,v u, 2020 13 00 00 U
t, ,, ,

2030 12 950 00

Fund Batance 2010

2040 8 000 00

2050 1 848 33

Re u vied Re.wtve 2013

Re.wtve Fund 2014 5,000 00

1550 4 000 00

Ac u'd Inteteat Purchased 1531 40 00

120,950 00 120,950 00

ANYTOWN SCHOOL DISTRICT

SINKING FUND

Closing Statement

June 30, 1968

Cash $1, 061.67
Amount Needed for Retirement 95, 000. 00

Bonds Payable $95, 000. 00
Reserve Fund 5, 000. 00
Investments 4, 000. 00
Accrued Interest Purchased 40. 00

Fund Balance 101.67

Total $100, 101.67 $100, 101.67
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Bond registers and accounts with paying agents

If the terms of the agreement with the paying agent do not call
for the trustee to provide complete service, but rather to pay only
the items presented and then to return the paid bonds and coupons
to the district, it will be necessary for the district to keep two addi-
tional records.

Even though funds transmitted to paying agents are immediately
recorded as expenditures, it is necessary to set up a simple subsidiary
ledger account and to post it when funds are transmitted, and when
paid bonds and coupons are returned.

Paying Agent

Date
Amount
Remitted Date

Canceled
Items

Returned

8/10 $2, 000. 00
2/11 7, 000.00

Etc.

10/15 $2, 000. 00
6/10 7, 000. 00

Etc.

In addition to the ledger account, it is also necessary to maintain
a Bond Register to record the actual numbers of the bonds or
coupons that have been returned, so that the actual number of the
bonds or coupons that have not been presented for payment can be
ascertained.

The form of the Bond Register varies widely. In some cases it
provides space for the actual bond or coupon to be pasted in the
register. Usually a date is stamped instead of pasting in the actual
document. A vacant space indicates that the item is still outstand-
ing. This reduces the size of the register considerably, but increases
the possibility of error since an inexperienced clerk may date every
space when the money is remitted to the paying agent.

The appropriate space should not be stamped until the bonds or
coupons have been received. The date used should be the date the
documents are received from the paying agent as shown in the Pay-
ing Agent's ledger account. A convenient form of Bond Register is
illustrated on pages 188-189. This register can be expanded to fit any
size issue simply by additional pages rather than printing the form
specifically for each issue.

The amount of money represented by the unstamped spaces in
the Bond Register should be identical with the balance in the Pay-
ing Agent's account if all payments have been made when due and if
all paid bonds and coupons have been properly stamped in the
register.
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The ledger account with the paying agent should be reconciled
with the statement submitted by the paying agent. This reconcilia-
tion follows the basic principles of reconciling any bank statement
except that unreturned paid bonds or coupons held by the paying
agent for shipment to the school district at a later date should be
taken into account.

Debt serlice statements

Reports and statements concerning bonded indebtedness are
necessary for budgeting and tax levy purposes and also for presenta-
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tion to community and other groups concerned with financing educa-
tion. A single statement can frequently serve both purposes,
especially if it is updated yearly.

On page 190 is a sample of an Analysis of Bonded Debt and Interest
statement that shows the transactions during the current fiscal
year for budget purposes, the total debt outstanding, and the amount
that will be needed to be provided each year. The figures on this
statement are illustrative only; they do not tie in with any other
figures in this text.
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SUMMARY

(1) A Bond is a promise to pay money.

(2) School districts normally finance the construction of school

buildings by issuing Bonds.

(3) A Bond Register is used for recording the actual numbers of the

bonds or coupons that have been returned (redeemed) ; consequently,
it also shows the amounts outstanding.

(4) There are various Debt Service Statements that can be prepared
for budgeting and tax levy purposes as well as for presentation to
the general public.
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CHAPTER XI

Construction Fund Accounting

The Construction Fund may receive funds from any or all of
several sources. It may receive the proceeds from the sale of bonds.
In some instances special tax levies may be assessed and collected
for construction. Or, the General Fund levy may include an amount
to be used for construction.

Occasionally, construction funds are available for limited use
for example, for elementary school construction only or for junior
high school construction only. In such cases, separate funds should
be established to assure that funds are expended only in accordance
with such limited use. If limited use of construction funds is not
specified, one Construction Fund may be maintained.

Some school districts employ their own construction personnel and
build some or all of their own schools. Those districts must maintain
records that reflect accurately all costs of constructionfor example,
salaries and building materials. Accounting procedures and forms
for expenditures under this method of construction are similar to
those used in expenditure accounting for the General Fund.

Most districts construct school buildings by contracting with an
architect to prepare plans and specifications and with a construction
company to do the building. When this method of construction is
used several new accounting terms come into use.

For preparing plans and specifications the architect is paid a fee
(Architect's Fee) which is a percentage of onstruction cost. He is
paid in several installments. His contract with the Board of
Education may require that he be paid a certain percentage of his
fee at the time preliminary drawings are submitted and the rest at
intervals, for example, when construction is 25 percent, 50 percent,
75 percent, and 100 percent completed. Or, the contract may
require a payment of a percentage when preliminary drawings are
submitted and the balance in installments which are a percentage of

the construction contractor's requisitions for payment.
At the time the architect submits preliminary drawings, including

estimated cost of construction, the following journal entry should
be made-
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Contract Encumbrances
Reserve for Contract Encumbrances

To record estimated architects fees (9 percent of estimated
construction cost).

As payments are made to the architect
Appropriation Expenditures

Cash
To record payment of architects fee (1st Installment).

The amount of the payment is liquidated
Reserve for Contract Encumbrances

Contract Encumbrance.

When the construction contract is awarded, contract encumbrances
for the architect's fee are adjusted.

The contract for construction is usually awarded to the lowest
competent bidder. Usually, contracts for construction require that
the contractor submit requisitions for payment as construction
progresses, and that from each requisition the school district withhold
a percentage (usually 10 percent) pending satisfactory completion of
the project. The amount to be withheld is called "Retained
Percentage."

When the contract is awarded

Contract Encumbrances
Reserve for Contract Encumbrances

To record awarding of contract to PDQ Construction.

As payments are made
Appropriation Expenditures

Retained Percentage
Cash

To record expenditures, retained percentage 'withheld, and cash
payment to contractor.

Appropriation Expenditures is debited for the full amount of the
requisition; Retained Percentage is credited with the amount to be
retained; and the difference is credited to Cash.

Encumbrances are liquidated for the full amount charged to
Appropriation Expenditures.

When construction is satisfactorily completed, retained percentage
is released by

Retained Percentage
Cash.

Following are the transactions that will be journalized to illustrate
the accounting necessary for the Bond Construction Fund:
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Bond construction fund journal

February 1Bonds in the amount of $100,000 are authorized by
referendum.

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page _L

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF, AMOU NT

DEBIT

NT
CREDIT

AMOUNT

1'67
.. A . , l - Unilaued 3010

3020

100,000120 _,___

100.000 00Re4eAve bon Authohized Expenza

March 1--Bonds are sold at an interest rate of 4 percent for
$101,000 plus accrued interest; they are not to be delivered until
March 15.

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page 2

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF.

DEBIT
AMOUNT

CREDIT
AMOUNT

1Y67
Mauft 1 Bond Pnoceed6 Receivable 1545 101.000 00

Bond!. Authohized - Un4,64ued 3010 100,000 00

Fnefilium on Bond4 2031 1,000 00

To hecohd sale o412.onsiLLAL 101: int

4%1 to he detivehed Mahch 15.

March 15The bonds are delivered,

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page _3____

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF.

DEBIT
AMOUNT

CREDIT
AMOUNT

toRg4 is_caAh mil

'

10166 67

I III IIIII Jil ''I. f" I ''

Acchued Inteitat 2032 IAA A7

To hecohd detLvory o4_the bond!, and

Aetteement.
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General fund journal

March 15The General Fund budget for the fiscal year includes
$150,000 for Capital OutlayBuildings, which is be transferred
to the Bond Construction Fund at the time the bonds are sold.

GENERAL JOURNAL
GENERAL FUND Page

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF, AMOUNT AMOUNT

MAW 15 TAa .. 8,4! 01, J ,, i,

CaAh on T1,02-12241DALt 15917

I lIl 0

150,000 00.

To fuLCOAd biAmAph n4 Capital Ontfay

apphoptiation.

Bond construction fund journal

March 15Premium and accrued interest are transferred to the
Debt Service Fund.

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page ;

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF.

DEBIT

AMOUNT
CREDIT

AMOUNT

-1-4(7,a715 PkenUian on Ronde 2031 1,000 00

AccAued InteAut 2032 166 67

CaAh 1501 1,111...0-

To heeohd titansKeit oA Phemium and ac-

e/wed inteAut .to Debt Sekviee Fund.

March 15$100,000 is appropriated to construction.

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF. U

DEMT
AMOUNT

CREDIT
AMOUNT

MaA i 15 ReaeAve 604 Authwazed Expen4e4 3020 100,000 00

AppAopciation4 2040 100.000 00

$100.000 apoopniated to con4tAaction;

detait aA AattowA:

Acct. /I Titte Amount

1210 Capi.tat Outta0 - SiteA 10,000.00 1210

1220 Capita Outlay - Bui.eding4 75.000.00 1220

1230 Capital. Outtau - Entailment 15.000.00 1230

194



March 15$90,000 is invested in Treasury bills.

GENERAL JOURNAL
BOND CONSTRUCTION FUND

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF.

DEBIT

AMOUNT
CREDIT

AMOUNT

1907
&Itch 15 investment4 1550

1501

,90,000 00

9 nnn nnCaeh

To new/cc! investment,

March 15The Capital Outlay appropriation is transferred from
the General Fund.

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page 4

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF.

DEBIT

AMOUNT
CREDIT
AMOUNT

Miagg 15 Cash on Time Vepohit 1520 150.000 00

Fund Baanee 2010 150,000 00

To hecond tAGWeit a4 Capitat Outlay

ryphintinn Onm GonoPni Fund.

Cash .i.6 nn titp dppoAit, fAinco Fob.

11 intenest to be cnedited semi-

annually. June 30 and Veeemben 31

Ate eahn-i.ngs u acchue .to Band Con-

htAuction Fund,

March 15$150,000 of appropriation is transferred from the
Fund Balance account.

GENERAL JOURNAL
BOND CONSTRUCTION FUND

DATE ACCOUNT TITLE AND EXPLANATION
REST
REF.

DEBIT

AMOUNT
CREDIT

AMOUNT

MaX. 15 rabid RaPnorl, 2010

9040

150,000_ Oil

150,000 00ApphaptiationA

To neeond apphapniation oA ou amount

ttsLaeatsskdp.tn,i.P ass 4nflowA.
Acct." Titte Amount

1220 Capital' Ontb2y - 1iniidingA 130,000 1990

12341230 Capital Ontiny - Fripment 20,000
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May 1J. P. Smith and Associates, architects for the cafeteria
renovations at. the Senior High School, submit preliminary piens and
invoice in the amount of $4,275. The schedule for payment of
architect's fees has been agreed on by the board and architect as
follows :

25 percent on acceptance of preliminary drawings. Balance
at the rate of 9 percent for each construction requisition after
construction requisitions reach a total of $47,500. The cost
of construction is estimated at $190,000. At 9 percent, the
architect's fee is $17,100, and I., obligated. Twenty-five per-
cent of $17,100, $4,275, is paid.

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page 5

DATE ACCOUNT TITLE ANDAND EXPLANATION
REF.

DEN T

NTAMOUNT
CREDIT
AMOUNT

V16/
May 1 Contract Encumbitance6 2070 17,100 00

Re4eAue ,Son Conthact Encumbnanca 2012 17,100 00

To wont' ortimated aAckitecta ,fee

ion caietenia addition. Detail co

4allowss

Acct.,' Tit& Amount

1220 Capital Out& - BuLtdinas 17,100.00 1220

1 Appnormiation Expendituita 2050 4 275 00

Ca,sh 1501 4.275 00
nM

tect's 4ee ((wed on estimated cot);

detait a6 Aottoms:

Acct.0 Titte Amount

1220 Capitat Outtaq - &Zaino 4,275.00 1220

1 Rebehve 104 Co tract Encumfmancu

CottAact Encumbkance4

2012

2070

4,275 00

4,275 00

To Ziquidate encumbnance4 in amount

oA paument to anchitect. Liqcadate

1220

1

$4,275,00 in detait account 1220--

Capital Outtau - Buiatna6.
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June 15The construction contract is awarded in the amount
of $185,000 to XYZ Construction Co.

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page 6

DATE ACCOUNT TITLE AND EXPLANATION RI
POST

F,
DEBIT

AMOUNTNT
CREDIT

AMOUNT

1

June
967

15 ContAaa Eneumbitanee4 2070

2012

185,000 00

185,900 00Re4eAve 4oA ContAucted Encumbnances

T. , I I 11,4! , h X

- aisiii.1221aiii
Aect.0 Utte Amount

1220 Capital' Outlay - Ruildimp 1g5000.0d 1290

June 25Purchase orders are issued for cafeteria equipment in
the amount of $22,000, to be delivered and installed by October 1.

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page L

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF. AMOU NT

DEBIT

NT
CREDIT

AMOUNT

17
June

96
_25 Putchalle OftdeA EnewnLotAnce4 2060

2011

22.000 00

22,000 00ReAeAue doh Pilkehalie OAdeA Encumb4anceA

To second izsuanee o6 puAchaAe oAdem

A04 caAeteAia ekluipment.

Aect.0 Titte Amount

1230 Capita Outfay - Equipment 22.000.00 1230

June 30The bank notifies the superintendent of schools that
interest of $1,875 has been credited to the schools on funds on time
deposit (deposited February 1 at 3 percent).

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page 8

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF.

DEBIT
AMOUNT

CREDIT
AMOUNT

1967
,, I ,. II ,fl .O. I . II

Fund I3 MO tr875 40

To AecoAd intehat eaued on time de-

vo4it o4 $150.000 404 5 menthe at 3%

On the following pages journal entries are posted to the proper
General Ledger and Appropriation and Expenditure Ledger accounts.
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Account Cobh

GENERAL LEDGER
BOND CONSTRUCTION FUND

Account # 1501

Page

DATE EXPLANATION
POST

REF,

DEBIT
AMOUNT

DATE EXPLANATION
POST

REF,

CREDIT
AMOUNT197

iw67i, 15 1-3 101,166A 7
96
an. 15 1 -3 1,166 67

04

Of',

o67
eltifl

15

1

.1-3

1-5

90,000

4,215
es'4-,1006e.

GENERAL LEDGER
BOND CONSTRUCTION FUND

Account Caish_on. Tiro DepoALt Account # 1E20

Page

DATE

TUT
qta /5

EXPLANATION
POST

REF,

DEBIT

AMOUNT
DATE EXPLANATION

POST
REF,

CREDIT
AMOUNT

1 -4 150.000 00

dune, 30 1 875 00.

GENERAL LEDGER
BOND CONSTRUCTION FUND

Account .130dPAOSaesiLleajtddgg, Account # 1545
Page _1_

DATE

fribr
qah,I

EXPLANATIONI
POST
REF,

1-2

DEBIT
AMOUNT

101,000 000a.

DATE

/4/n6/
15

EXPLANATION
POST
REF.

1-3

CREDIT
AMOUNT

101,000 0C

Account

GENERAL
BOND CONSTRUCTION

unipAtmonIA

LEDGER
FUND

Account # 1550

Page

DATE EXPLANATION
POST
REF.

DEBIT

AMOUNT
DATE EXPLANATION

POST
REF,

7REDIT
AMOUNT

11.967

Mal.115

Account Fund Balance

90,000 00

GENERAL LEDGER
BOND CONSTRUCTION FUND

Account # 20;',0

Page

DATE EXPLANATION
POST
REF,

DEBIT

AMOUNT
DATE EXPLANATION

POST
REF.

CREDIT
AMOUNT

796T
MA. 15 J-4 150,000 00

7176
Mah 15 1-4 150,000 001

June 30 1-8_, 1,875 OQ
oc./50,00c., 0., 7.157S-.00 IS° 7,E1 7S
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GENERAL LEDGER
Rezeue toh PuhchmeBOND CONSTRUCTION FUND

Account Oh ritvi Encumbkane Account # 2011

Page l__

DATE EXPLANATION POST
REF.

DEBIT
AMOUNT DATE EXPLANATIO N

POST
REF.

CREDIT
AMOUNT

li96mo 7 95 T-7 22,000 00

GENERAL LEDGER
Rezehve doh BOND CONSTRUCTION FUND

Account Conthact Encwrbkanca Account N 2019

Page

DATE EXPLANATION POST
REF,

DEBIT
AMOUNT DATE EXPLANATION

POST
REF.

CREDIT
AMOUNT

1 -1-5 4,275 0

1967
,

,

111=I
II

legi
IIIIIMINIII

if NI

GENERAL LEDGER
BOND CONSTRUCTION FUND

Account Pkoniwn an Bondi Account # 2031

Page

DATE EXPLANATION POST

REF.
DEBIT

AMOUNT
DATE EXPLANATION

POST
REF.

CREDIT
AMOUNT

.
laic. 15 J-3 1,000 0

I

.
falt J-2 1,000 OC

GENERAL LEDGER
BOND CONSTRUCTION FUND

Account # 2032Account Anomorl TniolwAt
Page

DATE EXPLANATION POST
REF.

DEBIT
AMOUNT

1

DATE

166_6 7111
_1967

ak.

EXPLANATION
POST
REF.

CREDIT
AMOUNT

15

GENERAL LEDGER
BOND CONSTRUCTION FUND

Account Apphopti.ation4 Account # 2040

J-3 166

Page _L__

DATE EXPLANATION POST
REF.

DEBIT
AMOUNT ,

DATE EXPLANATION
POST
REF.

CREDIT
AMOUNT

an. 15 1-3 1011,00°

t Ill
Od

II15

,40,,,00 0,
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GENERAL LEDGER
BOND CONSTRUCTION FUND

Account 142pttxtiatimiExagiulitigeS Account # 2050

Page _1_

DATE EXPLANATION
POST
REF.

DEBIT

AMOUNT
DATE EXPLANATION

POST
REF,

CREDIT
AMOUNT

19Maw
1 J-5 4,275 00

Piachase Onden.

Account &LOWY lbh11,1CPAS

GENERAL LEDGER
BOND CONSTRUCTION FUND

Account # 90110

Page 1

DATE EXPLANATION
POST
REF.

DEBIT
AMOUNT

DATE EXPLANATION
POST
REF,

CREDIT
AMOUNT

j1 e 1=L-12.,11.12AJ11

GENERAL LEDGER
BOND CONSTRUCTION FUND

Account Coe'*act FkIrtomktinne, Account # 91170

Page

DATE
POST
REF.

DEBIT

AMOUNT
DATE EXPLANATION

POST
REF.

CREDIT
AMOUNT

1967
hay

Moo

1

16.

J-5 17,100 0
967
Mau 1 J-5 4,275 10,

1-A 149.017T, P7-5 00

Bond Authorized -
Account (Ina Awn'

GENERAL LEDGER
BOND CONSTRUCTION FUND

Account # 3010

Page 1

DATE EXPLANATION
POST
REF.

DEBIT
I DATE

AMOUN1
EXPLANATION

POST
REF.

CREDIT
AMOUNT

torl 1 1-1 1110-1212 ni um imemm , ,

GENERAL LEDGER
Redsave fan BOND CONSTRUCTION FUND

Account Authorized Expenee6 Account # 3020

Page _L._

DATE EXPLANATION POST
REF.

DEBIT

AMOUNT
DATE EXPLANATION

POST

REF.

CREDIT
AMOUNT

76
tic9a. 15 .1-3 100,000 0 g. 1 J-1 100 000 0(
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APPROPRIATION AND EXPENDITURE LEDGER
Account # BC-1210 BOND CONSTRUCTION FUND

Account Description Capita. Outlay -Stte4

Page _L

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPEND,-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1967

Mahl5 J-3 10.000 00 10.000 AO

APPROPRIATION AND EXPENDITURE LEDGER
Account # BC-1220 BOND CONSTRUCTION FUND

Account Description Capitol Outtay-BuLeding4

Page 1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1967
Mahl5 3-3 75,000)0 75 000 0

15 J-4 130,00000 05.00070

May 1 3-5 17.10000 17,100_20 17,10000 87,900 0

-5 4.275 0 12 82570 4 27500 4 275 00 17 10000 87 90000

Jun15 3-6 185.000,00 197.82570 4,275 00 202,10000 2,90000

APPROPRIATION AND EXPENDITURE LEDGER
Account NBC -1230 BOND CONSTRUCTION FUND

Account DescriptionCa

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TUBES

TOTAL
ENCUM-

BRANCESAND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

73Tr
Mahl5 J-3 15 000 !I 5 000 li

0

115 J-4 20.000 il

00

#5,000

3 000Jun25 3-7 22 000 00 22 000 70 22 000

201
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A trial balance at June 30 shows the following:

Bond Conatnuction Fund
Tniat Balance
June 30, 1967

Account ri tee
Acct. .

No
Debit Credit

Cash 1501 5.725 00

Cash on Tune 1520

1550

151,875

90,000

p0

00Investment

Fund Balance 2010 1,875 )0

90Reserve for Punchate Ortdek Encumbrances 2011 22.000

Reserve iO4 Contnact Encumbranced 2012 197.825 DO

AppitophiationA 2040 250,000 90

Appitopkiation Expenditures 2050 4,275 00

%ukase Order Encumbrances 2060 22,000 00

Contract Encumbrance! 2070 197,825 00

0,6100 00 4477,700 00

Entries to close the books on June 30 would be as shown below.
Please note that the Contract Encumbrances are closed to Fund
Balance and carried forward as an earmarked portion of Fund
Balance and reappropriated as the first entry in the next fiscal
year. An alternative method, which was explained on page 130,
chapter VI, is to close the Encumbrance account to the Expenditure
account.

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page 9

DATE ACCOUNT TITLELEAND EXPLANATION
POST
REF.

DENT
AMOUNT

CREDIT
AMOUNT

967
un, 30 A..4o.hiation4 2040 250 000 0

Fund Balance 2010 250,1)00 00

To close Apoophiation4 account.

30 Fund Balance 2010 219.825 00

Contract Encumbrances 2070 197,825

22,000

00

00Purchase Wok EiloumbaaneaA 2060

To close encumbrance accounts.

30 Fund Balance 2010 4.275 #0

Apoopkiation Expendituraz 2050 4.275 00

To clo4e Ammoptiation Exaenditu4e4

account.
U
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A balance shoet is prepared.

BOND CONSTRUCTION FUND

Balance Sheet
June 30, 1967

Assets:
Cash 5, 725. 00
Cash on Time Deposit 151, 875. 00
Investments 90, 000. 00

Total Assets 247, 600. 00

Reserves and fund balance:
Reserve for Contract Encumbrances 197, 825. 00
Reserve for Purchase Order Encumbrances 22, 000. 00
Fund Balance 27, 775. 00

Total Reserves and Fund Balance 247, 600. 00

On July 1, 1967 (the first day of the new fiscal year), the following
journal entry is made and posted to set up the books for the new
year. A new series of journal page numbers is used for 1967.

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page _1_

DATE ACCOUNT TITLE AND EXPLANATION POST
REF.

T

AMO
DEBIT

UNT
CREDIT
AMOUNT

lati7 Cabh 1501 5,725 00

CaAh on Time Depotit 1520 151,875 00

Inueetniante 1550 90,000 00

RaeAve icot Coanact Ensumbnances 2012 197.825 00

Ruenve_04 Puhehahe Ohao Encwflimance4

FultdBganaz

2011

2010

22,000

27.775

00

00

Tn Ae1 up hpahA On the am v.v.
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Unexpended appropriation balances on June 30 are reappropriated
by the board. Encumbrances on June 30, both contract and
purchase order, are still outstanding and must be set tip on the books.
The entry to do t his is:

GENERAL JOURNAL
BOND CONSTRUCTION FUND

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF,

DEBIT
AMOUNT

CREDIT
AMOUNT

Jiulft71 Conthaet Enewnbhanceh 2070

2060

197,825

22.000

00

00PuhehaAe Ohdeh Encumbaancea

Fund Balance 2010 25,900 00

Apphophiationh 2040 245.725 00

To aet up apphophjAtion6 Soh the new

4i6eat yeah and neactadsaktitatiaLna_____

encumbhanceA. Detail. aA )(atoms:

Acct.0 Tate Appnopniate Eneumbnanee

1210 Cap.Out.-Siteh 10,000.00 -0.. 1210

i ,A :',.. u H : u
1 o. e . 01, li lit II I

On July 1, the bank notifies the superintendent that, in accordenc-
with the Time Deposit Schedule (set up in February when the
$150,000 was deposited on Time Deposit), $75,000 has been trans-
ferred to the regular Cash account. The entry would be as follows:

GENERAL JOURNAL
BOND CONSTRUCTION FUND

DATE ACCOUNT TITLE AND EXPLANATION
POST

REF,

DEBIT
AMOUNT

CREDIT
AMOUNT

1'167
juty 1 CaAh 1501 75,000 00

On Time Depoait 1520 15,000 00_fflAll

To hecohd than64et o4 caAh (pm

Achedutel to CaAh account.

On July 3, XYZ Construction Co. submits a requisition for pay-
ment in the amount of $31,500 for material on site (as per contract).
In accordance with the contract, 10 percent of the requisition is
to be withheld pending completion of construction. As required,
the architect has approved the requisition. The entry to record
payment and liquidation is as follows:
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GENERAL JOURNAL
BOND CONSTRUCTION FUND Page 4_

DATE ACCOUNT TITLE AND EXPLANATION POST TDEBIREF,

AMOUNTNT
CREDIT

AMOUNT

1#67
luly 3 Apphntmiatinn FiepPnditimpit 2050

1650

1501

31,500 40

3,150

28,350

00

00

Retained Pencentaae

CaAh

To keeokd payment o6 Requi44tion 01,

Sag)1 AIL-adia14:
Aect.0 Titte Amount

og o:

3 bon ContAnet Engigniza=ep 2012

2070

31,500 PO

31.500 00

_ReAukva

Conthaet Eneumbnanee6

To tiquidate 404 Requisition 01

Detail:

Aect.0 tate Amount

1220 Capita Outtay - BaLidintjA 31.500.00 1220

On July 18, requisition No. 2 is received from the contractor in
the amount of $30,000. The following entries are made:

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page r

DATE ACCOUNT TITLE AND EXPLANATION POST
REF.

DEBIT
AMOUNT

CREDIT
AMOUNT

y 18.07 A poophiation Expendttu4es 2050 30,000 00_.

Retained Pekeentage

Cask

1650

1501

3,000

27 000

00

00

To hecoAd payment oi 4equi4ition 02.

DetaLt aS boons:
Aeet.0 Titte Amount

1220 Capd)aglig=Eglecidisoj4001,00 1220

18 Resenve 404 ContAact Encumbkanees 2012 30.000 00

Conti:act Enewmbhanees 2070 30,000 00

Do.taii.

Aeet.10 T.i,tee Amount

1220 CaAtatOan630000,00 1220
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With construction requisition No. 2 the total of the requisitions
exceeds $47,500. An invoice is received from the architect on
July 18 as follows:

9 percent of $185,000 or

Received to date:
25 percent of 9 percent of $190,000 or

Balance of fee

$16,

4,

650

275

$12, 375

Due on construction:
Requisition No. 1 $31,500X9 percent= 2, 835
Requisition No. 2 $30,000X9 percent= 2, 700

Less amount received to date 5, 535
Due architect with requisition No. 2

Balance of fee_

4, 275 1, 260

$11, 115

Proof:
Total construction contract
Requisitions Nos. 1 and 2

$185,
61,

000
500

Balance
Architect's fee of

$123, 500
9%

$11, 115

Entry to pay the architect's fee due

GENERAL JOURNAL
BOND CONSTRUCTION FUND

DATE ACCOUNT TITLE AND EXPLANATION POST
REF.

DEBIT

AMOUNT
CREDIT
AMOUNT

MOE A topkiatton Expendtuhez 2050

1501

1.260 po

1,260 004,.

, aeeond 40.e parent to

athitest., Detate a4_40ttow.6 :
Aeat.0 Utte Amount

1220 Capita Outta4 - Bui.tdino 1.260 00 1220

----4a9-404ContAaataCQPLgBC.18Rorea 2012

2070

1,260 00

1 260 00Cont4aet Eneumb4aneez

To tiouid.. Aok ., ,,,, . Id ...ea._

Detaie:

Acet.0 T.We Amount

1220 Canitae Outtaa - BuUdina4 1-260.00 1220
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On July 20, a purchase order is issued for additional cafeteria
equipment at a cost of $10,575. The entry would be:

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page_.L._

DATE ACCOUNT TITLE AND EXPLANATION POST
REF.

DEBIT
AMOUNT

CREDIT
AMOUNT

JOVIO Puhchaze 044e4 Encumbkances 2060 10.575 00
'... 'a ' . i P A I... , R Gan ,_,, 2011 10 575 00
To ttecouf jawteho.4 ad 'anal

Acct. N T2! Amount

1230 Sapi,toi Outlay - Ffoitygget 10,575 00 1230

On August 1, the balance of Cash on Time Deposit is transferred
to the regular Cash account; interest earned during July (also
transferred) was $379.

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page 8

DATE ACCOUNT TITLE AND EXPLANATION POST
REF.

DEBIT
AMOUNT

CREDIT
AMOUNT

1967
Aug. 1 ['fah

1501 77,254 00\

Cash on Time Deposit 1520 76,875

379

00

00
Fund Balance 2010

To necoAd /Aans4e4 oA cash to Acoutah

,., , , " , O. ,,,,,,

COI 'I , ,I.:Ij i, I 1

On August 5, requisition No. 3 in the amount of $45,000 is received
from the contractor along with a bill for $4,050 from the architect.
Entries to record payment and liquidation are:
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GENERAL JOURNAL
BOND CONSTRUCTION FUND

DATE ACCOUNT TITLL AND EXPLANATION
POST
REF. AMOU NT

DE UT
NT

CREDIT
AMOUNT

AW 5 AppnopAtation Expenditune4 2050 45,000 00

liaBign1.--q4.91 1650 4,500

40,500

00

OQCobh 1501

To AecoAd payment o4 Requtai.t2on 03.

Detait:

Acct.0 Title Amount

1220 Capita Outtau - Buitdag4 45,000.00 1220

5 Re4enve OA Conthact Enewmonaneu 2012 45,000 00

ContAaet rncumbAance4 2070 45,p00 00

To necond t4midat.i.on OA Requ24.ition

03. Detail:

Aect.0 Utee Amount
---

1220 Capita Outlay - Uu4edtng6 45,000.00 1220

GENERAL JOURNAL
BOND CONSTRUCTION FUND

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF.

DEBIT
AMOUNT

CREDIT
AMOUNT

1967
Ana. 5 AppAnpAirdion impondiiimp4 2050

1501

4,050 0

4,050 00Ca4h

To AecoAd paoment oA aAchit et4 fiee-____

9% oA $45,000. Detait:

Acct.# Titte Amount

1220 Capitat Outlay - Buitdinaa 4,050.00 1220

5 RezeAve 6o4 Contract Enembunee4

Contract EncumbAance4

2012

2070

4,050 49

4 050 00

To AecoAd tiqutdatton oA aAdatk;ets

,See paid. Detait:

Acct. 0 Titte Amount

121.0_Capitat Outtau - BuitAno4 4.050.00 1220

On August 15, Investments, $90,000, were sold for $91,312.
Entry required

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page 11

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF.

DEBIT
AMOUNT

CREDIT
AMOUNT

1

Aug.
967

15 Ca4h 1501 91,312 OC

Liza A tei 2 n to 1550 90.000

1,312

00

00Fund 8aLanee 2010

To AecoAd 4ate oA 4:nveatment.

208



On September 1, contractor's requisition No. 4, in the amount of
$54,000 and an invoice for Mated architect's fees are received.
Entries required are:

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page 12

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF,

DENU T

NTAMO UNT
CREDIT
AMOUNT

1P 0* ,,Il .0°10, g 1

1.0
I

III MI
III
III,.

"pi
,, .ml

. , . . !.. '1.. *, '......: . I/ 04

'' f..' t: .. 111

Acct.0 Tito Amount

1 0 C '-, 1_;,__ .. 4 000 01 1220al
2012rilimmumNrrnin
all

54 100

II

'..., ' .. C. saEncumbhanc94._

IIIIIIIIIIII"1

a L. ,c,t Fo , ,

T 4, , R

04 D (Lit:

Acct. N T.itCe Amount

. ,. .,. ., , - Bujidincd 54 0 10 #

GENERAL JOURNAL
BOND CONSTRUCTION FUND PageU.

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF,

DEBIT

AMOUNT
CREDIT
AMOUNT

1967
A. ho niation Ex 'nditulp. 2050 4,860 00

_Cabil

To Itecoltd ochitectia kea. Reoui4i-

1501 4,86i) 00

tuh.e4s-

Acct. 0 tate Amount

1990 rarital Dlifilly -SulLaku34,LrfalALLLEUL

1 RedeAve 4o4 Cant/tact Encambuncei 2012 4,860 DO

ContAactEncum:Manced 2070 4,860 00

To liquidate aAanitecte 4ce.s. Detait-

aouidate 4_,860.00 in

Acct.0 Titee Amount

1220 Capital Outlay - Rill frIliapA 4860 00 1220
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On September 23, equipment, estimated to cost $22,000, ordered
for delivery by October 1, is received with invoice in the amount of
$22,375. Estimated cost did not include freight. The additional
charge is approved. Entries necessary are

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page 14

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF. AMOU NT

DEBIT
NT

CREDIT
AMOUNT

1967
Sept. 23 Apronointinn FrponditropA 2050

1501

29,375 40

22,375 00Cash

To hpeold payment on equipment

machaAed. DetaU a4 4ottow4:

Acct.0 ntee Amount

1230 Capita Outtay - Equipment 22,315 00 1230

23 Re4eAve 4o4 Pultchaze, Orden EncumbItance4 2011 22,000 00

Purchase Order Eneumimanee6 2060 ;2,000 00

Tes.unibitance Ann
eilAeteitia equipmpa. Doti!:

Acet.0 Titte Amount

1230 Capita Omtlay - Equipment 22,000 00 1230

On September 25, equipment ordered on July 20 is received along
with an invoice in the amount of $10,575. Entry to record

GENERAL JOURNAL
BOND CONSTRUCTION FUND

UATE ACCOUNT TITLE AND EXPLANATION
POST
REF.

DEBIT

AMOUNT
CREDIT

AMOUNT

7967
2050

1501

10,575 00

IA 575 00Cash

To record payment Son equipment

putehaAed. Detilit.

Acet.0 Titte Amount

t .. , I e I ' 0 0 0 I 0

25 Ra_eAve Aok PuhehaAp Orden Encumbkanee4 2011 10,575 00

Purchase Order Encwrimanee4 2060 10.575 00

. . ... . , I. II

Paat:
Acct. o Tit/ Amount

1230 Capitat Outtau - Eou.4pment 10.575.00 1230



On September 29, construction is completed and the addition is
accepted by the board of education. Contractor and architect are
to be paid in full. Entries are

GENERAL JOURNAL
BOP)) CONSTRUCTION FUND

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF,

DEBIT
AMOUNT

CREDIT
AMOUNT

i967
Sqpt. 29 Agoophiation ExpendituAe6 2050 24,500 00

Reta.i.ned Pehcentage 1650 16,050 00

Ccuh 1501 40,550 00

To hecohd iii.nat paument .to conthactot

IRevadition 051. Detail. a4 4ottow4:

Acct,0 Titte Amount

1220 :.02g,td,!)a,t1A-y.jgg§24,100,001220

29 Re6ave (OA Contract Encwmbhancez 2012 24.500 00

ContAact Encumbhance6 2070 24,500 po

To tiouidate balance oA contract.

Detaits Liquidate 24,500.00 Acct.

1220 1220

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page 11

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF,

DEBIT
AMOUNT

CREDIT
AMOUNT

, ; 4.. o. t Ij f'ff 4.. 2050 2,205 00

C 1501 2 205 00

Acct 0 Title Amount

1 1 g I

2' R,., v, ,,h Contract Encumbhance4

Conthact Encumbhancez

2012

2070

2,655 00

2,655 00

4 0 : 1 1 ' 'II* I I . .1,

. S i ' 4., Ill ' , . I ' . I . , . 4'
, ad' .13 ',, _'11 wi ti (Jan./act

amount became known. Encumbrance

Cohig.) based on Idtkated co,it.

Acct.0 Titte Amount

1220 Capital Outtay - 6u4tdinig 2.655.00 1220
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Also on September 29, the board awarded a contract to PDQ Co.
for landscaping the area around the new addition (in accordance
with plans prepared by the Maintenance Department). The con-
tract was in the amountof $11,000, work to be completed in three weeks
(The board was informed that the appropriation for Sites was only
$10,000; it authorized additional expenditure. No transfer of appro-
priation was considered necessary.) Entries needed

GENERAL JOURNAL
BOND CONSTRUCTION ruto Page 18

DATE ACCOUNT TITLE AND EXPLANATION POST
REF,

DEBIT
AMOUNT

CREDIT
AMOUNT

1967
q t 29 Cont, tact Encumbhance4 2070 11.000 ,00

11.000 00e4e4ve 04 Contact Encumbhanceh 2012

To lionnAd anaranA contest. petait:
Acct.0 Ti tte hmout

---,-

1 lo .'.. 11,000.00 1210

On October 15, landscaping is completed and contractor submits
invoice in full. Entries needed

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page 19

DATE ACCOUNT TITLE AND EXPLANATION ET
REF. AMOU NT

DENT
NT

mar
AMOUNT

19
Oot.

7
15 A Aopeaaon Expendituhe4

Cash

2050

1501

11.000 00

17,000 00--_
To Acco41-1 pay), 'It 44 tandaem4Rg.

Detillts

Acct.,/ Titte Amount

1210 Capt tat Outtay - S4te4 11,000.00 1210

15 Re4e4ve Koh ContAact Encumbltanced 2012 11,000 00

Conthact Cncumbkance4 2070 11,000 00

To ttqutdate doh gAading conthact.

Ltquxdate .in account 1210, C Ni tai

Outtao - S.i.tet., 11.000.00 1210
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Assuming that all entries had been posted to the General and
Appropriation and Expenditure ledgers in the normal posting process,
the accounts would now show the following:

Account Cash

GENERAL LEDGER
BOND CONSTRUCTION FUND

Account # 1501

Page _1_

I-
DATE

196T
1114 1

EXPLANATION P0S(
REF.

DEBIT
AMOUNT

DATE EXPLANATION
POST
REF.

CREDIT
AMOUNT

-I

3-3 75

77

2

000

254

312
53 2-9 I

71110
1
II
EMI,

NMIA

Se t

18

18

1

3-4 28 350 a
1

..

J-5 27 000 11

Aug. 1 J-6 1 260 11

15

1-8
J-11 91 J-9 40 500 11

,7, 9 &c Oto 2
I 1

3-12 48 600 0

1 3-1 4 860 11

22 375

25 10 575 #

29 40,550I
29

29

2,205

11,000
allz2

GENERAL LEDGER
BOND CONSTRUCTION FUND

Account Cabh on Li.me Dep06.i.t Account # 1520

Page _I_

DATE EXPLANATION
POST
REF.

DEBIT
AMOUNT

DATE EXPLANATION
POST
REF.

CREDIT
AMOUNT

1967hay 1 1 -1 151,875 CONN
1967

1 J-3 75,000 00

.lug. 1 J-8 76,875 OC
15i ow Do

Account 1nvebtment6

GENERAL LEDGER
BOND CONSTRUCTION FUND

Account # 1550

Page ___L__

DATE EXPLANATION
POST
REF.

DEBIT
AMOUNT

DATE EXPLANATION
POST
REF.

CREDIT
AMOUNT

1 47liay 1 1-1 90,000 00
1967
Aug 1S 1-11 90,000 00
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GENERAL LEDGER
BOND CONSTRUCTION FUND Page

Account Kezatnea rencenzage Accoun ft ION.;

DATE EXPLANATION
POST
REF.

DEBIT

AMOUNT
DATE EXPLANATION

POST
REF.

CREDIT
AMOUNT

16r
Se9pt 2 J -16 16,050 OCJuiy 3 J-4 3,150 20

18 J -5

7-9

J-12

3,000

4,500

5.400

70

)0

20

Aug

Sept

5

1 /6, 050 00

Account Fund Bacolce_

GENERAL LEDGER
BOND CONSTRUCTION FUND

Account # 2010

Page __1_

DATE

rwr------
Juey 1

EXPLANATION
POST
REF.

DEBIT
AMOUNT

DATE EXPLANATION
POST
REF.

CREDIT
AMOUNT

J-2 25,9Q0 00J7uty
3g 7

1 J-1 27,775 OL

dug, 1 J-8 379 0

15 3-11 1.312 0
566,00 29,444

GENERAL LEDGER
Rebetwe 404 Puhenabe BOND CONSTRUCTION FUND

Account °Ada Eneumbhanee4 Account # 2011

Page

DATE EXPLANATION POST
REF.

DEBIT
AMOUNT

DATE EXPLANATION
POST
REF.

CREDIT
AMOUN1

79 67
---967

gclit 9 3-14 22,000 OC7ALty 1 J-1 22.000 0C

25 3-15 10.575 OC, 20 3-7 10.575 0

32 , 575 00 32 , 375 00

GENERAL LEDGER
Resekve 04 BOND CONSTRUCTION FUND

Accoun Account # 2012

Page ____I___

DATE EXPLANATION
POST
REF.

DEBIT
AMOUNT

DATE EXPLANATION
POST

RUE .

CREDIT
AMOUN1

Ita 111
"III

31,500 OCJuicy

OCSopt

947
1

29

J-1

7-1X

197,825

11 non

)0

10
00

____,1-4

J-5 30,000

J-6 1,260 0(
20F, 825

11111R 1=9

3-10

45,000

4,050

OG

0(

II J-12 54,1000 OC

1 .1 -13

J-16

4,1860

24,500

OC

OC,III

J-17 2,655 OC.

1111 J-19 11.000 OC
201,825 00
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Account AppkOpiLiati.on4

GENERAL LEDGER
BOND CONSTRUCTION FUND

Account # 2040

Page

DATE EXPLANATION
POST
REF.

DEBIT
AMOUNT

DATE EXPLANATION
POST
REF.

CREDIT
AMOUNT

I
1. 3l

1 J-2 245,725 i)0

GENERAL LEDGER
BOND CONSTRUCTION FUND

Account Appxonx.iation Expendi-twiet Account # 2050

Page

DATE EXPLANATION
POS r

REF,

DEBIT

AMOUNT
DATE EXPLANATION

POST
REF.

CREDIT
AMOUNT

Mill
NM

IIII.1

MIIffil1 11

111

VI
11

11111M1Iffill
45,000/111

1

;

J-I2 54,000 g
1 J-13

1-14

4 860

22,375

4

11112325

fill
7-15

IIIIMMIN
J-17

10 575

2,205

1

g
, #

009

Oct 15 -19 11,000 10
sqt, 3,td-- 00

Plachaa e Okdeic
Account Encumbn.ance4

GENERAL LEDGER
BOND CONSTRUCTION FUND

Account # 2060

Page 1

DATE EXPLANATION
POST
REF.

DEBIT

AMOUNT
DATE EXPLANATION

POST
REF.

CREDIT
AMOUNT

967J J-2
J-7

22,000

;WO

00

of

eptSentS 23

2,5

3-14

7-15

22.000

40-15-45---26rir

)0

0

Account ContAact EneurnbArLeocA

GENERAL LEDGER
BOND CONSTRUCTION FUND

Account # 9970

Page

DATE EXPLANATION
POST
REF.

DEBIT
AMOUNT

DATE EXPLANATION
CREDIT

AMOUNT

. . I
9 7

, l/ 11,

IINIIIIPIRNIFI
Mill111111111111,,IR

111 11

. o 11 000 00M!>
aos,szs 00

111

RIM
4,950 11III ca,fino1 I .

mHi
RIM

MI 11

11111111111ffiN

I I,

if

1 1 1 1 1 1 1 1 1
a.0 z V 5

I I,
00
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APPROPRIATION AND EXPENDITURE LEDGER
Account # BC-1210 BOND CONSTRUCTION FUND

Account Description Cap4;tat Outtau - gitez

Page 1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1967

'a.e_y 1 3-2 10,00000 10,00000

'i.,12t29

4a.15
J-18 11,00coo

0

11,oOop0

-0- 11 00

1 wg, ,,,,,
J-19 11 000 00 11 000 0 11 00'00 1 00000

APPROPRIATION AND EXPENDITURE LEDGER
Account N BC-1220 BOND CONSTRUCTION FUND

Account Description C_mt tat

Page 1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

KV_

Er
Mr

J-4

00 725 06197 825 OC X97 825 I! 2 901 II

31 500

30 000

00

00111111111

66 325 II 31 500

30 000r

31 500111121,11r1

61 50011

. ..mtemro
, .,111,411I

197 825r
2 900

2 900er

.,,

11

II

J-5

MT J -6 1 260 00 35 065 FA

EMI/
1 2.S

um
ME
PIM

J-9 4 0,1 01 91 0,

-10 5 FIMNIMNMP, FIR

J-12 54 000 00 32 1 MIIMISINIMINIMINIPIMIN
IfillintlIMINIMII PIJ-13 4

J-16 24 500 00 '0 24 500E1195 170a 1 9 7 825r 2 9 OM
2 J-17 2.655 00 -0- 2.205 00197.375,0 197.375 0 3.350 00

APPROPRIATION AND EXPENDITURE LEDGER
Account N BC-1230 BOND CONSTRUCTION FUND

Account Description Capita Oaiitty-Eqftipreitt

Page 1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES, AND
EXPENDI-

TURES

U NEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1967

.14111:1235,121211.00

20 1-7

22,00000

22,000)0

22,00000

32,575

10,575

0

0 22,37500 22,37500

22,000

32.575

32,950

00

00

00

13,00

2.42

2,05

00

00

00

10,575,00

ept23 J-14

25 J-15 10.575)0 -0- 10.57500 32.950 00 32.950 00 2.050100
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A trial balance is taken.

Bond ConAtuation Fund
Mica Baance

October 15, 1967

Account Ti tte ANC
.

.

Debit Cnedit

Cash 7 966 00

Fund Bannce 3.566

245 725

00

00AppnoptiationA

Appnoptiation Expenditme4 241,325 00

249,291 00 249,291 00

Since the project is now completed, the board requests a balance
sheet and a statement of receipts, expenditures and balances for the
Bond Construction Fund. Closing entries should be made as
follows:

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page, 20

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF.

DEBITT

AMOUNT NT

CREDIT
AMOUNT

7967
Oct 15 Apphopkiation 2040 245,725 00

____Appnoo.tation ExpendituAe4

Fund Baance

2050

2010

241,325

4,400

00

00

To aose .the. Aponoptiation and Appno-

phiation Expenditune4 accounts to the

Fund Balance account.

After the closing entries are made, the Balance Sheet and State-
ment of Receipts, Expenditures and Balances are prepared.
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BOND CONSTRUCTION FUND

Balance Sheet
October 15, 1967

Assets:
Cash 7, 966

Total assets 7, 966

Fund balance 7, 966

BOND CONSTRUCTION FUND

Statement of Receipts, Expenditures, and Balances
Mar. 15 through Oct. 15, 1967

Items

Beginning Balance

Receipts:
Sale of Bonds (Net)
Transfer from General Fund.._ _
Interest on Time Deposits
Investment Income

Total Receipts

Total-Balance and Receipts..

Expenditures:
Sites
Buildings
Equipment

Total Expenditures

Ending Balance

Fiscal year
1967,

Mar. 15-
June 30

Fiscal year
1968,

July 1-
Oct. 15

Total,
Mar. 15-

Oct. 15, 1967

0 247, 600

100, 000 0 100, 000
150, 000 0 150, 000

1, 875 379 2, 254
0 1, 312 1, 312

251, 875 1, 691 253, 566

251, 875 249, 291 253, 566

0 11, 000 11, 000
4, 275 197, 375 201, 650

0 32, 950 32, 950

4, 275 241, 325 245, 600

247, 600 7, 966 7, 966
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Summary

(1) Construction Funds may be made available either for general
use for construction or for a limited, specific purpose. If use is
restricted to a limited, specific purpose, a separate fund should be
established and maintained.

(2) Where bonds are sold for construction only the net bond pro-
ceeds are recorded in Construction Fund accounts. (Premium and
accrued interest received from the sale should be credited to the
fund which subsequently will pay interest on the bonds.)

(3) A Contract Encumbrance is an obligation created by the issu-
ance of a construction contract. A Retained Percentage is an
agreed-on percentage of a contractor's requisition which is with-
held from payments pending satisfactory completion of the project.
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CHAPTER XII

Fixed Assets Accounting

Fixed assets were defined in Handbook II, Financial Accaanting
for Local and State School Systems,' as "Land, buildings, machinery,
furniture, and other equipment which the school district intends to
hold or continue in use over a long period of time. 'Fixed' denotes
probability or intent to continue use or possession, and does not
indicate immobility of an asset." Fixed assets, unlike current
assets, are not ordinarily used to finance current operations. As is
pointed out on page 10, chapter II, fixed assets have the same rela-
tionship to long-term liabilities as current assets have to current
liabilities.

In commercial accounting, depreciation of fixed assets is an im-
portant expense item deductible for Federal income tax purposes,
and consequently reduces net profit and taxable income. Handbook
III, Property Accounting for Local and State School Systems,2 defines
depreciation as a "Loss in value or service life of fixed assets because
of wear and tear through use, elapse of time, inadequacy, or ob-
solescence." This "loss in value" in financial accounting is the
portion of the original cost of a fixed asset which is charged as an
expense during a specific period. However, in school accounting,
profit and loss have little significance, and therefore recording de-
preciation of fixed assets is of little importance.

Recording fixed assets

Fixed assets are recorded in a self-balancing group of accounts.
Since this group of accounts does not meet the fund concept as an

1 Reason and White, p. 223.
2 Paul L. Reason and George G. Tankard, Jr., Property Accounting for Local

and State School Systems. Washington, U.S. Government Printing Office, 1959.

(U.S. Department of Health, Education, and Welfare, Office of Education,
State Educational Records and Reports Series: Handbook HI, Bulletin 1959,
No. 22.) P. 130, Glossary of terms.
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amount of resources to be used for definite purposes, the word
"fund" is a misnomer when used to refer to fixed assets; perhaps
"group of accounts" is more appropriate. As we have seen before,
balance is achieved by offsetting debit entries with credit entries.

Fixed assets should be entered in the financial records on the basis
of original cost, or, if the latter isn't available, at estimated cost.
If they are acquired. by gift, then the appraised value on the date
received is the appropriate amount to enter. Fixed assets are not
used exclusively in the operations of any one fund, nor do they belong
to any one fund. It was indicated previously that they do not
appear in the balance sheet of an operating fund because they must
be purchased from appropriations and the disbursement is classified
as an expenditure. When these assets are purchased from current
appropriations, it is obvious that such acquisitions must be antici-
pated when preparing the budget.

Remember that the July 11 transaction, shown in chapter V,
page 68, involved purchasing a current asset, prepaid expenses,
which was debited. This is a balance sheet item, whereas purchasing
fixed assets out of appropriations is shown as an expenditure, and,
of course, is not a General Fund balance sheet item. It is obvious
that the transaction for the disbursing fund cannot show the debit
entry to both expenditures and fixed assets. The debit entry to fixed
assets is made in a simultaneous entry in the Fixed Asset group of
accounts, as seen below. Assume that $5,000 worth of equipment
is purchased. The entry in the General Fund accounts would be
as follows:

GENERAL JOURNAL

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF.

DEMT
AMOUNT

CREDIT
AMOUNT

1966
infi A

5 ODD 00

5,000 00
,Fyr2ndituaia

Cash

AgawahatjajjadiAtandZtune Ledaa detattg

Capital Outtao - Equipment - $5,000

Punchatod equipment _
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At the same time, the following entry must be made in the Fixed
Assets group of accounts:

GENERAL JOURNAL
FIXED ASSETS PageL.

DATE ACCOUNT TITLE AND EXPLANATION
POST
RE'.

DEMT
AMOUNT M AMOUNT

1966
. . AUl antito' 5,000 PO

5 000 00Invutmemt .4n Ftxed A64et4-Genenat Fund

. . Al1' I. I. (4 *I'd I... I.::
FuAnituu and_Fixtou Ion ()then appho-

plUate account)

To hecond aeouizition of Axed a44et4

Note that the entry on page 221 was charged to the Expendi-
tures control account in the General Ledger and the detail posted to
the Capital Outlay account provided for in the current appropria-
tions budget. Further, the second entry "sets up" the fixed assets in
a separate control account in the General Ledger, Equipment, and
also identifies the source from which the assets were deriyed. The
$5,000 credit to the surplus or equity account, Investments in Fixed
AssetsGeneral Fund, means simply that fixed assets have increased
by that amount and that current revenue from the General Fund was
used for the acquisition. The Equipment Subsidiary Ledger will
contain as many subsidiary accounts as are needed to provide a
breakdown of different types of equipment. General Ledger control
accounts and subsidiary ledgers should also be established for the
other main classifications of fixed assets, Land and Buildings.

Other sources for the acquisition of fixed assets are gifts and bond
funds. Two or more funds might contribute to the total cost of a
fixed asset. The credit entry in this case would be broken down to
reveal the portion of the cost contributed by each source. Account-
ing for bond funds is covered in chapter 10.

Property accounts for fixed assets

School officials, for insurance valuation purposes, have found it
desirable to know the condition and life expectancy of fixed assets as
well as the current market value. Detailed, subsidiary fixed property
records are necessary to provide this information. Additional pur-
poses of these records are: (1) To fix accountability for the custody
and maintenance of individual items; and (2) to assist in approxi-
mating future requirements.

As mentioned above, the main classifications of fixed assets may be
used for the General Ledger control account titles. In the subsidiary
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ledger, all fixed assets belonging to a given school or department
might be grouped togetherLand, Buildings, and Equipment
records segregated from the other school or department records.
Another method is to maintain subsidiary records for the entire
school according to each major fixed asset classification. Under this
plan, all subsidiary records for buildings would be grouped together;
however, there would be a breakdown within this grouping to identify
buildings with program or function. The method selected depends
upon the number and nature of fixed assets, accountability and
responsibility for fixed assets, and whether or not the records need to
be designed to be integrated into an automatic data processing
system of accounting.

A flexible, looseleaf ledger with specially designed sheets or cards
may be used to permit ease of shifting items from one group to
another. The subsidiary record, regardless of its physical form,
should at least provide for a complete description of the item to
permit positive identification; cost and purchase data; and its
location. A sample form, including a Property Code number entry
designating the general classification to which the account belongs, is
shown on page 224.

Disposals or retirement of fixed assets

When fixed assets are retired or otherwise disposed of, this should
be reflected in the records. If no cash is involved, the matter is
handled easily by elimination of the asset and reductionof the surplus
or investment account which records its source. For example, if the
equipment in the example above were retired several years after
purchase without expense or revenue to the school district, the follow-
ing entry would be made in the Fixed Assets group of accounts:

GENERAL JOURNAL
FIXED ASSETS Page 2

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF.

DEBIT
AMOUNT

CREDIT
AMOUNT

1966
. I , , , , . ', . , , . . . . -

5 , 0 0 0 00

EuientSub,54:LeddeteAct.U.:

Speciitc account undek Eoctinment - 5,00(

Wyoua Oh ketlAement oA eouirment
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Note that this is the exact opposite of the entry recorded when the
purchase was made; obviously, the credit entry to the fixed asset
account, Equipment, removes the item(s) from the records. The
detail should be posted to the pertinent account in the subsidiary
ledger, after which the account is transferred to an inactive file.

HYPOTHETICAL SCHOOL DISTRICT
Equipment Ledger

Property code No.
Identification No.

Description (indicate new or used)
Manufacturer
Manufacturer's serial No, Model

Date of purchase Purchase reference

Coat:
Invoice price $
Freight
Installation $

Other costs $

Total
Location

Disposal
Disposal approved by Reference

Reason Date
How disposed of (sold, scrapped, etc.)
Age at date of disposal Amount realized

Date Reference Additions, betterments, major repairs Amount

If fixed assets are sold, the following entries must be made in the
Fixed Assets group of accounts:
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GENERAL JOURNAL
FIXED ASSETS Page _3

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF. AMOUNT AMOUNT

1966
Ja 27y Inve4tment in Fixed A44et4-Genenae Fund 100 Do

100 00Ea llAireLientLerattisa

Eiui ent Sub4idiaA Led' eh detait:

FunnituAe and Fixtuna - 100.00

Sateo4 Eouionent

The entry above removes the $100 item of furniture from the
Fixed Asset group of accounts. However, it is also necessary to
record the transaction in the General Fund as follows (in this ex-
ample, the item is sold for $10):

GENERAL JOURNAL
Page .3

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF. AMO

DEBIU T

NT
CREDIT

AMOUNT

1966
In,/ 97 rnAh 10 GO

10 00Revenue

Revenue LedaeA detail:

_Otheic_RevPnup plom Locat SouAce4 - 10.0E

___

To AecoAd 4aee of r (ixed a44et

If there is a cost connected with disposal of fixed assets, an entry
similar to the first of the above two entries would be made to remove
the fixed asset(s) from the records. In addition, the expenditure
for removing the fixed asset would be recorded in the appropriate
General. Fund account, that is, debit expenditure and credit cash.

If a fixed asset is traded in on the purchase of a new fixed asset,
the following entries are made in the Fixed Assets group of accounts
(in this example the new fixed asset costs $10,000, the trade-in
value of the old asset is $2,000, and the original cost of the old
asset was $9,000):

GENERAL JOURNAL
FIXED ASSETS Page _3

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF. U

DEMT
AMOAMOUNT

CREDCREDIT

AMOUNT

1906
July 27 in Fixed A46et4-Genehai Fund 9,000_ 00

9,000 00Equipment (contAot)

Sou4AymentSub4idiyury.lodipA dotailt_

Funnitune and Fixtutte4 - 9 000 00

TAade-in o4 otd equipment doh new

e414,4:4211211t__________
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The entry above removes the traded-in equipment from the
property records. The following two entries (in the General Fund
accounts and Fixed Assets group of accounts, respectively) record
the purcha-se of the new equipment:

GENERAL JOURNAL
Page. 3

DATE ACCOUNT TITLE AND EXPLANATION POST
REF.

DEBIT

AMOUNT
CREDIT
AMOUNT

i9oo
Jay 27 Expenatunea 8.000 00

Cobh 8.000 00

Aponoptiation and Expenditure Ledoen detail:

Capita Outlay - Equipment 8,000.00

Purchased 10.000 worth o4 4unnLtune

with_a_41199laadtig.

___

GENERAL JOURNAL
FIXED ASSETS Page 3

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF. AMOU NT

DENT
NT

CREDIT
AMOUNT

1966
InYy 27 Equipment fenntAnfl

Inveztment in Fixed itszett, - Geneitat

10,000 00

Fund 10 000 00

C91111231311thaidii2LII1. ificig'L detaiC:
Furniture and Fl.x.tunee 10.000.00

To record acqui44:tion o4 4unnitune -

otd 4atnitune traded lot a 2,000.00

attowance.

The three entries illustrated above accomplish three things: (1)
Remove old assets from the property records; (2) charge the General
Fund with the expenditure; (3) record the acquisition of the new
equipment.

Inventories of fixed assets

Certain fixed assets, such as furniture and equipment, should be
inventoried each yearusually at the end of the school year before
the staff members leave. At the beginning of the school year the
custodians of the property can be given a complete list of all fixed
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assets under their general jurisdiction. Any discrepancies between
what is shown on the list and what is on hand should be settled and
the list returned to the business office. During the school year, any
transferring of fixed assets should be recorded on these lists. At
the end of the school year, the lists are returned to the custodian of
the property and an inventory is made. Any items missing are listed,
and the forms returned to the business office. A thorough search
is made for any missing fixed assets, and those thLlt cannot be located
are written off in accordance with established policy. A form should
be devised for recording transfer of property from one department to
another. Usually three copies are sufficient: one for the transferor,
one for the transferee, and one for the business office.

A valuable "byproduct" of an inventory of fixed assets is the
opportunity presented for surveying the physical condition of such
assets. Those that need repair, maintenance, or replacement can
be identified, and these activities can be scheduled for the summer
months. It also permits the transfer of idle equipment to where it
may be needed, saving money instead of spending it to purchase
additional items.

Movable fixed assets should be marked numerically or with some
kind of a code to permit positive identification. Labels or tags may
be used; however, indelible ink or stamping provide a more durable
identification. The inventory process goes much faster if the mark-
ings are put in the same place for the same items; for example, on
the lower right-hand side on all office desks. For further information,
see Handbook III, Property Accounting for Local and State School
Systems,3 and the accompanying Guide.'

Statements of fixed assets

At the end of the fiscal year, which in most cases is June 30, a
Statement of Fixed Assets is prepared. This statement exhibits the
balances of the fixed asset accounts as of the date it is prepared;
these assets are offset by the surplus or investment accounts, which
show the source from which the assets were derived (bonds, revenue,
gifts, etc.). Thus, it is simply a matter of listing all of the account
balances in the Fixed Asset group of accounts. Since the latter are
self-balancing, the total value of all fixed assets should equal the
total investment in fixed assets. A sample statement is shown on
page 228.

3 Ibid, chs. I and II.
4 Charles T. Roberts, Guide for Implementing Handbook III, Property Ac-

counting for Local and State School Systems. Washington, U.S. Government
Printing Office, 1963. (U.S. Department of Health, Education, and Welfare,
Office of Education): OE-23029.
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HYPOTHETICAL SCHOOL DISTRICT
Statement of Fixed Assets

June 30, 1967
Assets:

Land $100, 000
Buildings .. 1, 000, 000
Equipment

Total Fixed Assets

200, 000

$1, 300, 000

Investment in Fixed Assets:
General Fund Revenue.. _ $120, 000
Bond Funds 1, 050, 000
Gifts 20, 000
State Grants 10, 000
Federal Grants 100, 000-----

Total Investment in Fixed Assets_ .. _ _ _ -$1, 300, 000

Summary

(1) Fixed Assets include land, buildings, machinery, furniture, and
other equipment which the school district intends to hold or continue
in use over a long period of time. "Fixed" denotes pi'obability or
intent to continue use or possession, and does not indicate immobility
of an asset.

(2) Records should be maintained which provide the following
information about fixed assets: (1) Complete Description; (2) Cost
and Purchase Data; and (3) Location.

(3) An Inventory oi Fixed Assets should be made at least once a year.

(4) A listing of all fixed asset account balances is called a Statement
of Fixed Assets.
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CHAPTER XHI

Program Cost Accounting

Frequently new programs are initiated by boards of education
kindergarten, adult education or community college; or State or
Federal funds are accepted for a specific purpose. Such programs
call for separate and complete accountability.

Accountability can be provided for in either of two waysfund
accounting or program cost accounting.

Other chapters have dealt with specific types of fund accounting
(Cafeteria Fund, Construction Fund, and Debt Funds). However,
separate funds generally are established only when separate accounta-
bility must be provided for assets, liabilities, fund balance, receipts,
and expenditures.

Program cost accounting involves maintaining separate expendi-
ture accountsa separate expenditure ledger for each program.

Both of these methods involve maintaining separate expenditure
accounts, though fund accounting requires, in addition, the main-
tenance of separate General Ledger accounts.

In determining whether to use fund accounting or program cost
accounting, as a general rule, remember that additional funds should
be established only when it is essential to do so. Funds are felt to
be too restrictivetoo controlling in the use of monies.

In chapter IV, pages 42-43, a sequence of expenditure accounts
(based on Handbook II) is used. If the Hypothetical School District
is to establish and maintain program cost accounts, it would use the
same sequence of accounts and from it select all those accounts which
will be used in the program.

In accounting for program costs the following steps should be
observed

(1) know precisely what the program will involve;
(2) determine which accounts in the regular chart of expendi-
ture accounts will be needed for the new program, then deter-
mine additional accounts needed;
(3) prepare the budget in terms of those accounts;
(4) prepare Appropriation and Expenditure Ledger sheets or
cards for each account;
(5) prepare the journal entry;
(6) post the journal entry to the proper accounts;
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(7) post all encumbrances, expenditures, and liquidations re-
lating to the program to its accounts; and
(8) prepare and issue statements which reflect the status of the
budget for the program.

To illustrate: the Hypothetical School District appropriates
$50,000 for the first year of operation of a kindergarten program.
It will use vacant classrooms in a building presently being used as
an elementary school. The program will be conducted by three
teachers with supervision provided by the building principal for
which he will be paid additional salary. Additional salary will be
paid to the custodian. Furniture and equipment will be purchased.
Since no utility rate increases are contemplated, any increase in the
cost of electricity or fuel will be assumed to be a cost of the program.
Minor repairs to the classrooms will be necessary. Health services
will be provided. No additional administrative cons are contem-
plated. Transportation will be provided.

Looking at the sequence of accounts on pages 42-4:3, chapter IV,
what accounts will be needed?

CHART OF ACCOUNTS

Kindergarten program

No administrative costs are
contemplated

Under Instruction, additional salary
will be paid the principal

Teachers will be employed
Teaching supplies will be needed
Other expenses of instruction may be

incurred
Health services will be provided

Transportation will be provided
Custodial services will be necessary,

as will utilities

Minor repairs will be made to the
classroom

Retirement and social security costs
must be provided for

Furniture and equipment will be
purchased

Instructional Salaries, Principal

Instructional Salaries, Teachers
Teaching Supplies
Other Expense

HealthSalaries
HealthOther Expense
Transportation by Contract
Operation of PlantSalaries
Operation of PlantHeat
Operation of PlantUtilities
Operation of PlantSupplies
Operation of PlantOther Expense
Maintenance of PlantContracted

Services
Fixed ChargesEmployers Con-

tribution to Employee Retirement
Fixed ChargesEmployers Contribu-

tion to Social Security
Fixed ChargesInsurance
Capital OutlayEquipment
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The budget for the program should be posted to the Appropria-
tion and Expenditure LedgerKindergarten Program just as the
General Fund budget was posted in chapter IV.

Assume the following budget for the program.

INSTRUCTION

211. SalariesPrincipals $1, 200
213. SalariesTeachers 20, 400
240. Teaching Supplies 1, 200
250. Other Expense 300

HEALTH SERVICES

410. Salaries 500420. Other Expenses 100
PUPIL TRANSPORTATION SERVICES

520. Contracted Services and Public Carriers 1, 000
OPERATION OF PLANT

610. Salaries., 600
630. Heat for Buildings 750
640. Utilities, Except Heat 210
650. Supplies 150
660. Other Expense 50

MAINTENANCE OF PLANT

720. Contracted Services 450
FIXED CHARGES

810. Contribution to Employee Retirement 490
820. Insurance 100

CAPITAL OUTLAY

1230. Equipment

Total budget for Kindergarten Program

22, 500

$50, 000

If the district had approved the Kindergarten Program budget at
the same time as it did the budget on pages 42-43, chapter IV, the
journal entry on page 44 could have been drawn as follows:
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GENERAL JOURNAL
Page 1

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF. AMOU NT

DEDIT
NT

CREDIT
AMOUNT

1966
lufy 1 Fund Salanne 689,930 00

689,930,00,App4ophiation4

To AecoAd and estabtah the App4op4i -

at-ions contAot account in the Oenehat

LedcleA On the app4oved Geneut Fund

budget OA ,(.Local yeah 1966-67. The

totat budget oA $689.930 is app4opti-

ated a4 Xottow4:

ReputaA Day Schoot 639,930

KindeApaAten PAopitam 50,000

tataLlazoolgs,L1 689.930

Detaited breakdown 04 appnoptiat2ons

is tated betow:

RegutaA Val Schoot

Aect.00 "ritee Amount

110 Admin., Sataitie4 $ 18.600.00

120 Admin., ContA. SeAviees 250.00

130 Admin., Otheh Expenses 300.00

211 Instn., fWincipat's Sat, 30,000.00

212 InstA., SupeAvison's Sat. 20,000.00

213 InstA., Teacheics° Sat. 390,000.00

214 In4tAL4 LibAaAian Sat, 8,000.00

215 lath., CteAta. Sat. 8,000.00

216 InstA., reacheA Assizts.Sat. 7,500.00

22111n Att.., Toribonlm 2,000.00

230 In6t4., Liblway Suppties 700.00

240 InstA.. Teach.i.na Suppties 1,700.00

250 Instm... OtheA_Expenses 500.00

410 Health. Nuue'A Sat. 3,800.00

420 Health. ()then Experoes 200.00

520 TAanApohtation Contact 4,150.00

610 OpeAation oA Ptant, Sat. 20,000.00
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1

GENERAL JOURNAL
Page

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF. AMOU NT

DEBIT
NT

CREDIT
AMOUNT

630 S2p_ggsiP/gll4,Jjgg,S 6,000.00

640 ,, , :04 01 '01 . ", 2,100.00

610 OPetatinn of Pant, Supp. 690.00

660 Oppnation n4 Pinnt,Othm intr. 100.00

120 Maint. o4 Ptant, Con-tit. Sett. 3,700.00

7 s l.', a '4 I. . ', ' II' I,

04E4lip, 1,400.00

B10 Fined Chirp., R'i. g FICA 45,600.00

g20EkxydfJag4,__Zia,pkgm,2,100J0

1110 Comm. Sm., Reeneation 500.00

1130 Comm. Sett., Pub. WA. 500.00

11112CapAtaLOutLaw 6144. 22,000.00

1230 Cap.itat Outtau. Eou.tio. 4.000.00

1310---aktSgagt---000 g00.---___
1320 Debt Sen., lamest 2,500.00

1410 Outgoing Maw., Tuition 440.00

Total Reg. Dag Sehoot $639.930.00

Kindehoakten P4omum

Aeet.0 Titte Amount

K-211 InAtA.. Nanelpat's Sat, 1.200 K-211

K-213 114tn., Teachen4' Sat, 20 400 K-213

. I l A 4 .'t uot,' 1,200 K-240

K-250 InAtA., Othen Expeme6 300 K-250

X-410 Health, Nanhe'4 Sat. 500 K-410

X-420 Health, Others Egg 100 K-420

X-520 T4anApohiation Contnaet 1,000 K-520

K-thlk...AttSat 600 K-610

Opekation oi Etagt,ffeat 750 K-630

K-640

.K-630

K-640 °imitation of Ptant. Utititiez 210

K-650 OveAation o4 Ptant. Suoptie.6 150 K-650

K-660 Opmation o4 Ptant, Othe4 Exp. 50 K-660

2415-882 0,6M-116
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GENERAL JOURNAL

DATE ACCOUNT TITLE AND EXPLANATION
POST
REF,

DENT
AMOUNT

CREDIT
AMOUNT

~Acct. Tate Amount

K-22111,- o II, , '
, I .. 0

K-810K-810 Fixed names, Retie. 6 rIcA 490

K-820 Fixed ChaAge4, 1n4u4ance 100 K-820

--------K=1230CAall-1230
Totat KindeAganton Pkojeot 50,0_00

Once the journal entry has been prepared, new accounts should be
established and the journal entry should then be posted to the
proper accounts as shown on the following pages. As purchase
orders are written, items purchased for each program should be
clearly designated so that encumbrances may be entered in the
proper accounts. Liquidations and expenditures also must be
segregated to insure proper posting.
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APPROPRIATION AND EXPENDITURE LEDGER
Account # K-200

Account Description Ki:ndeAganten - hatma-ion

Page 1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCE5,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Jutyl 3-1 23.100 00 23,100 00

APPROPRIATION AND EXPENDITURE LEDGER
Account # K-210

Account Description KindeAvitten - Tut/me-tan - Satalties

Page

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES, AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
J2y1 J-1 21,600 1)0

1 1 I 1

1 21,6040

APPROPRIATION AND EXPENDITURE LEDGER
Account # K-211

Account DescriptionKinderocteln-Itattuction - SatcVaes, Pkindpects

Page 1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Jutyl J-1 1,200 00

1 I

1 1,200100

APPROPRIATION AND EXPENDITURE LEDGER
Account d K -213

Account Description Kindengat-ten-In.stAuction - Satakies, Teacheks

Page 1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDS-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDS-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Jutyl 3-1 20,400 00 20.400 00
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APPROPRIATION AND EXPENDITURE LEDGER
Account # K- 40

Account Description Kindmeanten-InAthuction - Teadang Supp4e2

Page

DATE

Teg-6
1441

REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES AND
EXPENDS-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

J-1 1,200 00 1,200 00

APPROPRIATION AND EXPENDITURE LEDGER
Account # K-250

Account Description UndeAgoten-lutAuction - °then Expeme

Page i

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

DRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Jay1 3.1 300100

1 1 I I 1

300100

APPROPRIATION AND EXPENDITURE LEDGER
Account # K-400

Account Description Undengeotten - Heath SeAvica

Page 1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPEND'
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Jay1 3.1 600 100

1 I 1 I 1

600 10 0

APPROPRIATION AND EXPENDITURE LEDGER
Account # K -410

Account Description KindeAgcutten-fleaLth SeAvice.6 - Nufi4e.'4 Sacuty

Page 1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

EtICUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANaS,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Jay1 j_i 500 00

I

500 00

ti



APPROPRIATION AND EXPENDITURE LEDGER
Account # K-420

Account Description Kindeltqanten-Health Seitvicez - (then. Experusez

Pa g e

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

1 URES

TOTAL
ENCUM-

BRANCES;AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
1441 3-1 100 00

I

I 100 00

APPROPRIATION AND EXPENDITURE LEDGER
Account # K-500

Account Description K.Indeitgaitten-Pupit T./munch-tat-ton Seitvieez

Page

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES, AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Jutyl 1-1 1.000 00 1.000 100

APPROPRIATION AND EXPENDITURE LEDGER
Account # K-520

Kindeitgaitten-Pupie Thanoontation Seitv,LeAs -
Account Description Contracted SeAvicez and Pubti.c. Cavuem

Page

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Jutyl 1-1 1 000100 1 1.000 00

APPROPRIATION AND EXPENDITURE LEDGER
Account # K-600

Account Description Undo/row/toy - Oro/wilco afc Recta

Page

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES, AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
JU2gl J-1 1,760 00

1 760 00
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APPROPRIATION AND EXPENDITURE LEDGER
Account # K-610

Account Description Kindehamten - Opeitation o Piant - Satait,i,e4

Page

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDS-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966Idyl j_i 600 j0 600 30

APPROPRIATION AND EXPENDITURE LEDGER
Account # K-630

Account Description Kindehganten - Opvcation o Rant - Heat ,doh BuiecUng4

Page

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED

BALANCEOBLIGATE LIQUIDATE

1966
Juty1 .7.1 750 00 750 00

APPROPRIATION AND EXPENDITURE LEDGER
Account # K-640

Account Description Kindemanten - Opvtation (34 Reant - Utildie.s, Except Heat

Page 1

DOE REF. APPROPRIA-
TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPEND,-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCESiAND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Juty1 J -1 210 190

I I 210 90

APPROPRIATION AND EXPENDITURE LEDGER
Account # K-650

Account Desc iption n Piant - Suppti.e.s

Page _4_

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Jutyl .7.1 150 0

I
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APPROPRIATION AND EXPENDITURE LEDGER
Account N K-660

Account Description Kindeocmten - Opeitati.on oS Pant - °then Expense

Page

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES)AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Jutyl .1-1 50100

I I I 1 I I
5000

APPROPRIATION AND EXPENDITURE LEDGER
Account # K-700

Account Description Kindengaitten - Maintenance 04 Plant

Page

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Jutyl J -1 450 00 450 00

APPROPRIATION AND EXPENDITURE LEDGER
Account N K-720

Account Description Kindagaitten - Maintenance 04 Plant - Contracted Senvicez

Page

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCESIAND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Jut#1 .7 450 100I I 1 450 100

APPROPRIATION AND EXPENDITURE LEDGER
Account # K-800

Account Description KindeitpaAten - Fixed Changes

Page 1

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPEND!-
TURES

TOTAL
EXPENDI-

IURES

TOTAL
ENCUM-

BRANCESIAND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Juty1 3-1 590 0Q 590 00
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APPROPRIATION AND EXPENDITURE LEDGER
Account # K:410 Page I

Account Description KindeAgaitten - Fixed Chamet, - Contia.bution to Emptoyee PetiAerent

DATE REF. APPROPRIA-
TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
1tAy 1 3-1 490 00 490 00

APPROPRIATION AND EXPENDITURE LEDGER
Account # K-820

Account Description Kindelganten Fixed Chava - Itusmance

Page 1

DATE REF. APPROPRIA-
TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
J-1 10070 100 90

APPROPRIATION AND EXPENDITURE LEDGER
Account # K-1200

Account Description Kindeltgaitten - Cm:L-tat Outlay
Page J

DATE REF. APPROPRIA-
TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES1AND
EXPENDS-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
lay 1 3-1 22,500 100 22,500 00

APPROPRIATION AND EXPENDITURE LEDGER
Account # K-1230

Accouat Description Kindeitotten - Capita Outegy - Equipment

Page _I

DATE REF. APPROPRIA-
TIONS

ENCUMBRANCES

TOTAL
ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES1AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
Jay 1 3-1 22,500 00

I
22.500 00



In districts where records are maintained for more than one
program, items such as utilities, heat, and custodial services may not
be chargeable directly to each program because the exact charge
to be made is not readily discernible. In such cases it is necessary
to prorate costs among the programs. Since prorating presents
probably the most difficult problems in program cost accounting,
chapter 8 of Handbook II, which deals with "Prorating Expendi-
tures," is quoted hereafter, in its entirety, to provide assistance in
solving these problems.

FINANCIAL ACCOUNTING FOR
LOCAL AND STATE SCHOOL SYSTEMS

Standard Receipt and Expenditure Accounts

CHAPTER 8. Prorating Expenditures

The public schools are continually extending the benefits of their educational
programs to more and more groups. In evidence of this are the growing empha-
sis on adult education and the extension of public education in some States to
encompass the 13th and 14th grades. Increasing efforts to achieve maximum
utilization have resulted in the extensive use of school facilities, for many pur-
poses in addition to the primary one for which the facilities were erected, namely,
the education of children.

These significant trends have created important problems concerning the
classification of expenditures. Whenever an expenditure occurs, it is always
necessary to determine the account under which it should be recorded. As long
as an expenditure is for a single purpose the problem is not so great. For
example, a salary paid to a full-time elementary school teacher presents no
difficult problem of classification. It is recorded under the instruction account.
However, the situation is different when a person who performs custodial work
also drives a schoolbus. Here, a single expenditure--the salary of this indi-
vidualis made for two purposes, operation of plant and pupil transportation.
The problem here is to determine what part of the salary is properly an expense
of operation of plant and what part is properly an expense of the pupil transpor-
tation program.

Similar problems exist with respect to other expenditures. When the school
building is used for adult education classes in the evening, there is the problem
of determining what parts of the expenditures for light, heat, etc., are properly
an expense of the adult education program. Likewise, if the school building is
used for community recreation or social activities, a similar problem exists in
separating costs for education from noneducational costs.

NECESSITY FOR PRORATION

No school system can afford to ignore the problem of prorating expenditures.
For what is the alternative? It is to record total salaries on the basis of major
portion of time, and to record total expenditures under the activity accounts to
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which the major part of an expenditure applies. To illustrate this alternative
in the handling of salaries, consider the example cited above of a person who
performs custodial work and also drives a schoolbus. In this case, if the person
spent more time in custodial work than in driving the bus, the salary would be
recorded under the operation of plant accounts; if more time was spent in the
pupil transportation program, the salary would be recorded under the pupil
transportation accounts. With this alternative, expenditures other than salaries
would be handled in a similar manner, For example, if the school buildings
were open evenings for community activities, expenditures for the heating of
the school buildings would be recorded under the regular day school accounts
because the major portion of the heating expenditure was for the regular day
school program.

While the alternative to prorating is simple, unfortunately, it does not, for
local district purposes, present accurate information concerning the services and
the benefits that are being obtained for the money being spent. Most school
districts have many services which are performed by individuals serving more
than one function, and different activities which share the same facilities as
those used by the regular day schools. Because of these conditions, it is highly
probable that without proration the accounts of such districts would show no
money being spent for services that are actually being provided and paid for,
while showing excessive sums of money being spent on certain activities for the
amount of services being provided. Thus, there is the necessity for prorating
individual expenditures made for more than one purposea necessity for' deter-
mining the proportionate parts of such expenditures that are properly chargeable
to different accounts.

METHODS FOR PRORATING EXPENDITURES

There are many methods used for prorating expenditures. The most common
of these have for a basis either: (1) time; (2) average daily membership or
average daily attendance; (3) time-floor-area; (4) hour-consumption; (5) number
of pupils; (6) mileage; or (7) quantity consumed.

Undoubtedly, there will at times be expenditures to which these methods will
not apply. In such cases, some method adjusted to particular local conditions,
or modifications in the methods presented here, may be necessary.

The time method for prorating consists of allocating a part of an expenditure
to a given activity in proportion to the time spent in the activity. For example,
suppose a person teaches during 75 percent of his employed time, and supervises
student-body activities during the other 25 percent. In this case, 75 percent of
his salary would be recorded under instruction accounts and 25 percent recorded
under student-body activities accounts.

The average-daily-membership method for 'prorating consists of allocating a part
of an expenditure to a given activity in proportion to the average daily member-
ship of the pupils engaged in the activity. For example, suppose it is desired
to prorate a $2,100 general administrative expenditure between the regular day
school accounts and the adult education accounts; the regular day school ADM
is 2,000; the regular schoolday is 5 hours, 5 days per week; and an average of
500 adults are on the rolls of evening classes which are in session 5 hours per
week. In this case, it is first necessary to convert the membership for adult
education classes into comparable units with the regular day schools. If the
adult education classes were in session for 25 hours per week, the ADM for
adult education would, of course, be 500. Since the adult education classes are
in session only one-fifth as long as the regular day schools (5 hours compared
to 25), the converted ADM for adult education is 500 diVided by 5, or 100 ADM.
Thus, for prorating, the total ADM for the school system is 2,000 plus 100, or



2,100. The part of the $2,100 to be charged to the regular day school accounts
is in the ratio of 2,000 ADM to 2,100 ADM, or $2,000; and the part to be charged
to adult education accounts is in the ratio of 100 AI)M to 2,100 ADM, or $100,
In using this method of prorating, if it is determined that the activities are in
session approximately the same length of time, the steps involving conversion of
AI)M can be eliminated. The above procedures are also used when prorating
on the basis of average daily attendance, except that average daily attendance
is substituted for average daily membership.

The time-floor-area method for prorating consists of allocating a part of an
expenditure to a given activity in proportion to the gross floor area used by
the activity, and the length of time the floor area is used. For example, suppose
it is desired to prorate a $12,000 custodial expenditure between secondary
school accounts and adult education accounti when the two programs use the
same building, the regular school week is 25 hours, the gross floor area of the
building is 30,000 square feet, and the adult education program used 6,000
square feet of floor space 5 hours a week. Based on floor area alone, the part
of the $12,000 chargeable to adult education accounts would be in the ratio
of 6,000 square feet to 30,000 square feet, or $2,400. However, the adult
education program uses the school facilities only five-thirtieths, or one-sixth of the
total time. Therefore, adult education would be charged with one-sixth of the
$2,400, or $400, and the secondary school accounts charged with $12,000 minus
the $400, or $11,600. In using this method of prorating, if it is determined
that the activities concerned use their facilities concurrently, the steps involving
the time element can be eliminated, and the expenditures prorated in propor-
tion to the gross floor area used. When the actual amount of fuel consumed
is not known, floor area is recommended in preference to cubage as a basis
for prorating fuel expenditures for three reasons: (1) Where the need for pro-
ration of fuel expenditures is most common (in a single building shared by
different activities), ceiling height is usually uniform, except for the gymnasium
or auditorium, so that square footage or cubic footage would yield fairly com-
parable results; (2) area is also easier to obtain and apply than cubage; and
(3) area is also used for prorating other operation of plant and maintenance
of plant expenditures, eliminating the necessity for calculating another basis
for prorating.

The hour-consumption method for prorating consists of allocating a part of
an expenditure to a given activity in proportion to the length of time the activ-
ity uses facilities, and the hourly rate at which the utility is consumed in the
use of such facilities. It applies primarily to expenditures for water, electricity,
and gas, except for heating. For example, if adult education classes use shop
facilities, the hourly rate of consumption of electricity for the facilities would
be multiplied by the number of hours the facilities were used by adult education
classes. This figure would be the amount of electricity used by adult education,
and a part of the expenditure for electricity would be prorated to adult edu-
cation accounts in proportion to the amount used. When various facilities
are metered separately, the hourly rate of consumption can be determined
from meter readings. When facilities are not metered separately, it would
be necessary to estimate the hourly rate of consumption. Local utility com-
panies can provide assistance in making such estimates in line with local
conditions.

The number-of-pupils method of prorating consists of allocating a part of an
expenditure to a given activity in proportion to the actual number (not ADM
or ADA) of pupils involved. It applies primarily to expenditures for trans-
porting special groups of pupils, such as nonpublic school pupils. For example,
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suppose 500 pupils were transported to school at public expense over regular
bus routes, and that in this total there were 100 nonpublic school pupils, In
this case, one-fifth of the expenditure for the regular transportation would
be charged to community services accounts.

The mileage method for prorating consists of allocating a part of an expenditure
to a given activity in proportion to the mileage traveled for the activity. It
applies primarily to expenditures for special kinds of transportation services
such as transporting pupils on field trips or to athletic contests.

The quantity-consumed method for prorating consists of allocating a part of
an expenditure to a given activity in proportion to the actual consumption of

supplies or other commodities. Under this method, an actual count is kept

of the materials used by an activity, and a part of the total expenditure for

the materials is allocated to the activity's accounts on the basis of the amount

used by the activity. For example, suppose $1,000 worth of paper was pur-
chased and one-fifth of the paper was used by the adult education program.
In this case, one-fifth of $1,000, or $200, would be recorded under adult education

accounts.

CONSIDERATIONS IN SELECTING A METHOD FOR PRORATING EXPENDI-

TURES

One of the most important considerations in selecting a method for prorating
expenditures is that it have a direct relationship to the activity for which the
expenditure is being prorated. To illustrate, floor area has little, if any, direct
bearing on determining the workload of a teacher. Consequently, it could not
qualify as a desirable basis for prorating teachers' salaries. Yet, floor area is a

very significant factor in determining the workload of a janitor, and would be a

desirable element in prorating janitors' salaries.
Also important in selecting a method for prorating are the practical con-

siderations involved. The method must be as simple as conditions will allow,

and it must be feasible to apply.
No single method will suffice for prorating the many different kinds of ex-

penditures involved in school finance. Within a given job classification, time

is usually the most important determinant of workload, and, for a given job,

personal services are usually hired on the basis of time. That is, a teacher is
paid a full-time salary or a part-time salary on the basis of amount of time or

the job. Therefore, time constitutes a most equitable basis for prorating
salary expenditures. When it is not possible to prorate salaries easily on a
time basis, it is necessary to use some other closely related method.

For some activities, such as general administrative and supervisory salaries,
average daily membership or average daily attendance may be the most satis-
factory alternate prorating method. This is on the assumption that the more
children in membership or in attendance for a given program area (i.e., ele-
mentary schools), the greater is the portion of time devoted to the program
area by general administrative and supervisory personnel.

For other activities, such as custodial and maintenance salaries, floor area
may be the most satisfactory alternate method. This is on the assumption
that the greater the floor area allotted to a given program area (i.e., elementary
schools), the more work is involved for the custodial and maintenance personnel.

For salary expenditures incurred in providing transportation services for
special groups of pupils, or in providing special transportation services, the

number of pupils involved and mileage involved, respectively, may constitute

the more desirable methods.
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For most expenditures other than salaries, time as a basis for prorating is of
little value. For many of such expenditures, average daily membership or
average daily attendance constitutes a desirable basis for prorating, for similar
reasons as those presented in connection with salaries. That is, generally a
greater number of pupils use a greater amount of supplies and are the cause for
a greater portion of various overhead costs. Also, floor area may constitute a
more desirable basis for prorating some other expenditure beside salaries. For
certain expenditures, still other methods may be more desirable.

APPLICATION OF THE METHODS FOR PRORATING

There are three basic prorating problems with which this handbook is con-
cerned: (1) Prorating between basic functional classifications, for example,
prorating between operation of plant and maintenance of plant accounts, the
salary of a person who performs both custodial and maintenance work; (2)
Prorating between program areas or organization units (elementary schools,
secondary schools, summer schools, community colleges, etc.), for example,
prorating between the elementary school and the secondary school accounts,
the salary of a teacher who serves both an elementary and a secondary school;
and (3) Prorating expenditures to community services accounts, for example,
prorating the expenditures for heat, light, etc., for community social activities,
forums, plays, etc., which are held in school buildings.

Prorating between functions usually requires only two methods for allocating
most expenditures. The time method is recommended for prorating salaries,
and the quantity-consumed method is recommended for prorating other kinds
of expenditures between functional classifications. These two methods have
previously been described.

Prorating between program areas may require several different methods for
allocating expenditures depending upon the program areas involved and the
kinds of expenditures to be prorated. Table 1 on page 246 shows the methods
for prorating between program areas which are recommended for specific kinds
of expenditures. In the table, the preferred method for prorating is indicated
by the letter P. For times when it is not possible to apply the preferred method,
a recommended alternative is indicated in the table by the letter A.

Prorating , to community services accounts involves both types of prorating,
between functions and between program areas. For that reason, it is treated
separately in table 2 on page 247. In the table, the preferred method for pro-
rating is indicated by the letter P. For times when it is not possible to apply
the preferred method, a recommended alternative is indicated in the table by
the letter A.

Regardless of the method used for prorating, it is important that the same method
be used for prorating salaries as is used for prorating personal services in the per-
sonnel records. If this is done, it is possible to observe relationships between
the services being rendered and the money being spent for such services.

ESTABLISHING STANDARDS FOR PRORATING

In order to obtain the benefits which prorating offers, and to minimize the
work involved, school districts may find it expedient, at the beginning of the
year or other appropriate time, to determine the general classes of expenditures
which are to be prorated and establish standard ratios for the proration of each
class. Once set up, the standard ratios could then be applied to the particular
classes of expenditures without the necessity for involved calculations every
time an expenditure is made. While these ratios would, of course, be estab-
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TABLE 1,-- Methods for Prorating Between Program Areas

Methods for prorating

Expenditure accounts
Time

Time-
floor-
area

ADM
or

Al)A

Hour-
con-

sump-
don

Num-
her-
of-

pupils

Mileage
Quan-
tity-
con-

sumed

1 2 3 4 5 6 7 8

Administration:
Salaries... P A

Other expenses. P
Instruction:

Salaries_ P A

Other expenses_ A P

Attendance and health:
Attendance services P A

Health services P A

Transportation services P P*

Operation of plant:
Salaries P A

Heat for buildings P
Electricity A P
Gas (not heat) P
Water P
Other expenses A P

Maintenance of plant:
Salaries P A

Other expenses A P

Fixed charges:
Retirement P A

Rent P A

Property insurance_ P A
Other fixed charges. P

Food services and student-
body activities:

Food services A P

Student-body
activities:

Salaries P A

Other expenses A P

Community services Not allocable to program areas.

For special transportation services, such as transporting pupils on field trips.

LEGENDP=Preferred method; A=Alternate method.
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lished in view of local conditions, the guides previously presented in this chaptercould serve as aids in utilizing equitable methods,
To illustrate the establishment of standards I or prorating, a school districtmight determine to prorate heating expenditures between elementary and

secondary school accounts in a situation where both schools share the same build-ing, Referring to table 1, it can be seen that time-floor-area is the recommended
basis for prorating expenditures for heat, Since both the elementary and
secondary schools are in session approximately the same amount of time, thetime factor here can be ignored and the ratio set up on the basis of floor area.In this case, suppose the total floor area of the building was 25,000 square feet,of which the elementary school used 10,000 square feet and the secondary school
used 15,000 square feet. The ratio for prorating to elementary school accounts
in this case would be 10,000 to 25,000, or two-fifths, and for prorating to second-
ary school accounts, it would be 15,000 to 25,000 or three-fifths. That is, oncethe ratio was determined, any heating expenditures during the year could be
prorated two-fifths to elementary, and three-fifths to secondary school accounts.In like manner, standard ratios could be established for other classes of
expenditures.

In concluding this discussion of proration, it should be emphasized thatproration is not being recommended as a substitute for the recording of actual
expenditures for different activities when such is feasible. Through the use ofadequate coding, it may be possible to record directly many expenditures withoutprorating. But when it is necessary, the methods recommended in this chapter
will provide guidance in establishing a satisfactory system of prorating.

TABLE 2,Methods for Prorating to Community Services Accounts

Methods for prorating

Expenditure accounts
Time

Time-
floor-
area

Hour-
con-

sump-
tion

Num-
ber-
of

pupils

Quan-
tity-
con-

sumed

1 2 3 4 5 6

Community services (except any services
for nonpublic school pupils):

Salaries
Heat for buildings
Electricity
Gas (not heat)
Water
Other expenses

Nonpubllic school pupils:
Textbooks and school supplies
Attendance and health services:

Salaries
Other expenses

Transportation services

P

P

P
A P

P
P

A
A
P

P

P

P

LegendP--Preterred method ; A=Alternate method.
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Other uses of program cost accounting

Program cost accounting can be used in the instructional program
to determine cost relationships among course areas and courses.
When program cost accounting of this type is undertaken, all costs
attributable to each course area or course must be accounted for since
the primary purpose of this type of accounting is to seek out cost
efficiencies and, where feasible, apply them to other course areas and
courses.

While the same methods and procedures apply as those that are
explained at the beginning of this chapter, generally accounting of
this type can be undertaken effectively only by school districts
which have the combination of accounting competency and the speed
and flexibility of a computer. The volume of analytical work and
posting necessary cannot be undertaken economically on either a
manual basis or by electronic data processing equipment below the
computer level.

Limited program cost accounting

There are degrees of program cost accountingthat is, program
cost accounting may be more or less nearly complete. For example,
the board of education may decide to add a course in advanced
mathematics or in fourth-year German or Russian. It may decide
to house the class in a classroom which is available for the period
during which the class is to be held. The board decides that the
only additional costis to be attributed to the course are instructional
and special equipment coststhat all other costs (utilities, custodial
services) would be incurred whether or not the course is offered.

If, in establishing a budget for the course or program, the board
limits the appropriation to instructional and special equipment items,
program cost accounting also should provide for those items only.

In this sense, program cost accounting is twice-limitedonce in
that it is confined to a very narrow area (one course out of perhaps 250) ;

and again, in that it does not account for all costs of the program.
(Utilities and custodial services, for example, could have been in-
cluded in program costs.)

In school districts which can afford it and which possess the
managerial ability to use it properly, this type of program cost
accounting can be of great value. However, extreme care must be
exercised in its use to make certain that it does not result in the
abandonment of courses because their average per pupil cost is
higher than for other courses.

In some cases boards of education or school administrators, or
both, require program cost accounting for one, several, or all pro-
grams but do not budget for those programs; or they budget for
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programs only by totals and state the budget for the General Fund in
terms of function (e.g., Administration, Instruction) and objects
(e.g., Salaries, Contracted Services, Supplies), as shown in chapter IV.

In districts where this practice is followed, program costs are ac-
counted fog by functions and objects and are controlled by function
and object accounts in the Appropriation and Expenditure Ledger;
separate Appropriation and Expenditure Ledger sheets are used for
program totals.

Either of two types of expenditure ledger sheets is used. Example
1 provides for distribution to all programs by functions and objects
and the total expenditure indicated in the total column would he the
same as shown on the Appropriation and Expenditure Ledger card
for the same functions and objects. When this type of ledger sheet is
used expenditures and encumbrances are entered in the same column;
at the end of each month the column is totaled and analyzed to
arrive at total expenditures and total encumbrances. Expenditure
and encumbrance totals may be verified against totals for the same
account in the Appropriation and Expenditure Ledger.

Example 2 is similar to the Appropriation and Expenditure Ledger
page; it does not contain budget information. One ledger par if
this type is maintained for each object and function of each prog_ a.

Expenditures, encumbrances, and liquidations are entered in separate
columns and total columns show total expenditures and total en-
cumbrances. A distribution sheet trial balance must be used to
verify accuracy of posting against amounts shown in the appropria-
tion and expenditure ledger.

Foy- examples 1 and 2, which follow, budgetary control would be
limited to the Appropriation and Expenditure Ledger account

APPROPRIATION AND EXPENDITURE LEDGER
Account # 213

Account Description Indtitucti.on. Teachenz Satanie6

Page

DATE REF.
APPROPRIA-

TIONS

ENCUMBRANCES
TOTAL

ENCUM-
BRANCES

EXPENDI-
TURES

TOTAL
EXPENDI-

TURES

TOTAL
ENCUM-

BRANCES,AND
EXPENDI-

TURES

UNEM-
CUMBERED
BALANCEOBLIGATE LIQUIDATE

1966
u-P.4 1 J-1 250,004.00 250,00000,

4 J- 240.00000 240,00 00 240,000 00 10,00 00

14J- 9,99920 230,001 0 9,583 00 9,583 00 ,239,584510 10,41690

29 _ - 9,999)0 220.002 0 9,791 00 19,374 00239.376 00 10,62400

245-882 0-67----17
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Exampte 1

Function: 2-1n6tAuction

PROGRAM COST LEDGER
Fi4cat Yea): 1967

Object: 13-Satania, Teachen4
Account
Number 213

Date Ducniption Reif

PROGRAM

TotatReg E.5 S. KindeA. Adult Ed. Yoe. Ed. Sight Say. Hum. Cont.

1966
Jay 4 Encumb. Payhott Oh

1966 J- 185 000 00 12 000 00 8 000 00 23 000 00 6 000 00 6 000 00 240 000 00

14 Payhott-Expendituhe J- 7 300 00 500 00 333 00 750 00 250 00 250 00

liquidation (7 708 00) (500 00) (333 00) (958 00) (25000) (25000) 239 584 00

28 Payhott-Expenditu1L e J- 7 500 00 500 00 333 00 958 00 250 00 250 00

liquidation (7 708 00) (500 00) (333 00) (958 00) (25000) (25000) 239 376 00

31 Tata& to date I/ 184 384 00 12 000 00 8 000 00 22 992 00 6 000 00 6 000 00 239 376 00

Expendituita 14 800 00 1 000 00 666 00 1 908 00 500 00 500 00 19 374 00

Encumbhance6 169 584 00 11 000 00 7 334 00 21 084 00 5 500 00 5 500 00 220 002 00

Example 2
PROGRAM COST LEDGER
Tizcat Yeah 1967

Account
Phogham:1 - Regutal Etem. 6 Second. Function:2 - lutAuction Ob'ect:13 - Sataniez Teacheu Numbeh 121

Date De4cAiption Re6.

ENCUMBRANCES

Expend-
ituAe4

TOTAL
Expend-
ituAeh

TOTAL
Encumbunce4

and
Expendituha.Obtigate Liquidate Totat

1966

Jut 4 Encumb. Paynott 6on 1966 J- 185 000 00 185 000 00 185 000 00
14 PayAott. J- 7 708 00 177 292 00 7 300 00 7 300 00 184 592 00
28 Pay/Lott J- 7 708 00 169 584 00 7 500 00 14 800 00 184 384 00



CA

Nog/tam:2 - Kindenganten

PROGRAM COST LEDGER
Fame year 1967

Account
- butAuction Object:13 - Sataitia, Teacheu Numbers 2213

Date DeAutiption Re6.

ENCUMBRANCES

Expend-
ittau

TOTAL
Expend-
ituneh

TOTAL
EncumbunceA

and
ExpenditunezObtigate Liquidate rota

196iJut 4 Encumb. Pay4oLE OA 1966 J- 12 000 00 12 000 00 12 000 00
14 Papott J- 500 00 11 500 00 500 00 500 00 12 000 00
28 Papott J- 50& 00 11 000 00 500 00 1 000 00 12 000 00

PROGRAM COST LEDGER
Facca yeah 1967

Account
Pnognam:3 - Adutt Education ftnation:2 - InotAuction Object:13 - Sataitia Teachem Numbers 3213

Date DeAutiption Re6.

ENCUMBRANCES

Expend-
ituna

TOTAL
Expend-
ituneh

TOTALTOTAL

and
ExpenditwtezObtigate Liquidate rota

196iJut 4 Encumb. PayAott OA 1966 J- 8 000 00 8 000 00 8 000 00
14 PaytaL .1- 333 00 7 667 00 333 00 333 00 8 000 00
28 Pay/tat J- 333 00 7 334 00 333 00 666 00 8 000 00



PROGRAM COST LEDGER
Fi4ca2 Yea's 1967

Account
Magnum:4 - Vocational Education FunLtion:2 - 1n4tAuction Object:13 - Satatia Teacheu Numbeh 421

Date Deacitiption R.

ENCUMBRANCES

Expend-
ituActl

TOTAL
Expend-
ituna

TOTAL
Encumbnancu

and
ExpenditmezObeigate Liquidate Totat

1966

Jut 4 Eneumb. Payhott Oh 1966 1- 23 000 00 23 000 00 23 000 00
14 Payhate 1- 958 00 22 042 00 950 00 950 00 22 992 00
28 Payhott 1- 958 00 21 084 00 958 00 1 908 00 22 992 00

PROGRAM COST LEDGER
Fi4cae Steak 1967

Account
Pnognam:5 - Sight Saving Function:2 - In4tAuction Object:13 - SataiLia, Teachen4 Numbeh 521

Date Deaczipti.on Reli.

ENCUMBRANCES

Expend-
ituActl

TOTAL
Expend-
tunea

TOTAL
Encwmimanca

and
ExpendituAcaObtgate Liquidate Totae

1966

Jul 4 Eneumb. Payuit Oh 1966 - 6 000 00 6 000 00 6 000 00
14 Payhott 1- 250 00 5 750 00 250 00 250 00 6 000 00
28 Payhott 1- 250 00 5 500 00 250 00 500 00 6 000 00



Phogham:6 Heaving Coneehvation

PROGRAM COST LEDGER
Fiacae Yeah 1967

Account
Function:2 - InhtAuction Object:13 - Satah2es Teachea Number 6213

Date Deaciliption Re6.

ENCUMBRANCES

Expend-
ituhez

TOTAL
Expend-
ituhea

TOTAL
Encumbhance4

and
ExpendituhesObtigate Liquidate Total

196i
Jut 4 Encumb. Payhote ioh 1966 J- 6 000 00 6 000 00 6 000 00

14 Payutt J- 250 00 5 750 00 250 00 250 00 6 000 00

28 Paytott J- 250 00 5 500 00 250 00 500 00 6 000 00

TRIAL BALANCE
PROGRAM COST LEDGER

July 31, 1966

Account

PROGRAM

TotatReg E.S. Kindeh. Adat Ed. Yoe. Ed. Sight Say. Heat. Cora.

213

Expendituhe4
Encumbunces

Testa?

14

169

800

584

00

00

I

11

000

000

00

00 7

666
334

00

00

I

21

908

084

00

00 5

500

500

00

00 5

500

500

00

00

19

220
374

002

00

00

184 384 00 12 000 00 8 000 00 22 992 00 6 000 00 6 000 00 239 376 00



Summary

Program Cost Accounting is concerned with maintaining separate
expenditure accounts for each program for which separate financing
is provided or separate statements are required.

Program cost accounting may be general and require specific
accounting for each and all programs. It may be limited to a few
specific programs such as new programs, those financed by special
appropriation, or those financed from Federal funds.

In accounting for Program Costs the following steps should be
observed:

1. Know precisely what the program will involve.

2. Determine which accounts in the regular chart of expenditure
accounts will be needed for the new program and then determine
additional accounts needed.

3. Prepare the budget in terms of those accounts.

4. Prepare Appropriation and Expenditure Ledger sheets or cards
for each account.

5. Prepare the journal entry.

6. Post it to the proper accounts.

7. Post all encumbrances, expenditures, and liquidations relating
to the program to its accounts.

8. Prepare and issue statements which reflect the status of the
budget for the program.

Where an expenditure is incurred which involves more than one
program, costs must be prorated.



CHAPTER XIV

Machine Accounting

The words "machine accounting," as sometimes used, seem to
indicate that there is a considerable difference in the principles of
keeping records by machine from those used in keeping them by
hand. Actually, however, when accounts are posted by typewriter,
a machine is being used. The depression of a key to record a number
differs from the hand-posted recording of the number only in the
technique used,

The advantages of machine accounting lie mainly in the ability to
enter amounts once and then to reuse them whenever necessary
without having to reenter them, and in the ability to perform
arithmetic operations with these amounts and to record the result
without external assistance.

Except for the typewriter, the adding machine is the simplest aid
in posting financial records. It has long been customary for the
bookkeeper to attach an adding machine tape to a series of similar
documents and to post only the total shown on the tape to the ledger
accounts. However, this practice did not serve to record the indi-
vidual amounts on ledger accounts. When an adding machine was
developed with the carriage wide enough to insert the ledger card or
sheet, it became possible to print both the individual entries and the
resultant total directly on the record. This was a major step forward,
but the original figure was lost once it had been printed and only the
cumulative total was retained in the machine.

This deficiency was overcome by incorporating two or more
registers into one machine. Each register was really an adding
machine operating from the same keyboard. Later developments
made it possible for an amount or several amounts to be entered and
stored temporarily in one or more registers and for each register to
be subtotaled or totaled independently of the others. This became,
in effect, the first posting machine. An amount could be entered
in two or more registers, stored intact in one, and added to or sub-
tracted from other amounts in other registers. The movable carriage
made it possible to print these figures in whichever column was
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desired, and adding pages with carbon paper made it possible to
print the figure on more than one form at the same time. This type
of machine was in widespread use at one time and S till has many
applications in the field of accounting. There are, however, many
records on which it is desirable to have an explanation or a name
accompany the figure, so that machines were developed which
combined a typewriter with the multiple register adding machine
with a movable carriage to produce the bookkeeping machine,
frequently the first machine considered by a school district in
progressing toward machine accounting.

Obviously, the use of such a bookkeeping machine does not
change any of the principles discussed in this handbook. The
advantages gained by use of this type of machine lie in the ability to:

1. Use a figure more than once after it has been first entered;
2. Make arithmetic calculations involving these amounts after
they have been entered;
3. Record these amounts on more than one document simul-
taneously;
4. Print totals or subtotals of any register whenever desired
on the form; and
5. Write whatever words are needed in connection with the
posting.

All of the ledger and journal accounts which have been discussed
are still valid accounts, but instead of being recorded on ruled papers,
which are bound in a journal or ledger book, they may be posted
on a card which may vary in size or shape to best suit the machine
being used.

Although it became possible to enter and store an amount tempo-
rarily in a register, and further to print out the amount on a record
form, if the register were cleared before this amount was needed
for a later calculation, it was necessary to reenter it. It became
apparent, therefore, that it would be helpful if information which is
used repeatedly in successive operations could be permanently stored
in a medium other than printed records and read back.

Near the turn of the century a man named Herman Hollerith
devised the now familiar punched card as a storage medium and
designed several crude machines which could read and perform
several operations on information contained in punched cards.
As this technology, now called "data processing," progressed, more
sophisticated machines were developed and additional storage
media were devised. With the advent of magnetic tape storage,
it is now possible to pack millions of characters of information on a
single small reel of tape, and have access to this information in
millionths of a second.
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The punched card machines and computers available to today's
accountant have eliminated much of the repetitive entry and
reentry of information, freeing him to devote his time to insuring
that the fundamental principles of accounting are present. The
forms of the journals and ledgers have been changed to accommodate
the machines which are being used, but debit postings must still
equal credit postings; assets must still equal liabilities plus fund
balances. In fact, more and more attention must be paid to these
relationships to insure that the data are correctly handled in the
internal processes of the machine.

ADP and EDP are terms frequently encountered which need
clarification. ADP stands for Automatic Data Processing, a term
generally restricted to data processing systems which employ
punch card machines. These machines are designed to punch cards,
verify punched cards, sort, collate, reproduce punched cards, and
print various kinds of reports from punched cards while adding or
subtracting certain amounts contained in the cards. A basic
punch card machine pattern consists of a key punch, sorter, and
accounting machine (adds, subtracts, and prints from punched cards).
Such a pattern can be leased and can perform many functions in
addition to accounting. Depending upon needs and voimne of
activity, other machines may be added to perform additional
functions.

EDP means Electronic Data Processing and is applied to a punched
card machine pattern combined with a computer system. Com-
puters differ from punch card machines generally in speed, capacity,
and flexibility, but specifically in that the computer receives its
instructions in the form of a program which it stores in its "memory"
and calls upon as needed. All of the instructions are executed
electronically within the machine. A magnetic storage medium is
associated with the computer which may be magnetic tape similar to
that of a tape recorder, magnetic disk, or magnetic drum.

Input to ADP is generally through punched card although mark-
sensing (a pencil mark on a card which can be read by the machine)
is used in some systems. Input to a computer can be punched card,
magnetic tape, disk, or drum as well as by optical scanning of a
source document. Additional information can readily be obtained
from the various equipment vendors.

In using an adding machine, the accountant determines directly
whether the item should be added, subtracted, or multiplied, and
depresses the proper key to accomplish this. With the bookkeeping
machine, the various registers are controlled by tabs or pins on a
control panel or bar. In a punched card system, instructions are
given the machines by wired control panels. On a computer, the
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internal operation is directed by a program or series of instruc-
tions written in a code language that the machine "understands,"
and fed into the machine in the same fashion that other information
is introduced.

It is the task of the programmer to write the instructions in minute
detail so that every bit of information is treated exactly as the ac-
countant specifies. For the accountant to be sure that the account-
ing principles are being followed as exactly as if he were posting them
by hand in a bound ledger, the programmer must know specifically
what he is to tell the computer to do with each bit of information.
Neither the accountant nor the programmer should bypass the prepara-
tion of clear specifications nor give it less than major importance,
for this is the one document that both must understand and on which
both must be in agreement as representing the task that the computer
is to perform.

This brief summary, of course, cannot provide the accountant with
detailed information on the various types of machine accounting or
electronic data processing equipment that are available. It should,
however, serve to emphasize that all of these processes are simply
techniques to replace the paper and pencil. No rules of accounting
are changed, suspended, or repealed. A new vocabulary may be
required where words such as hardware, software, input, output,
random access, and others have new significance or are used more
frequently, but the old vocabulary of debits, credits, assets, liabili-
ties, and fund balance are also present with their established un-
changed meanings and their original paramount importance.
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Summary

(1) The Principles of Accounting do not change as progression is
made from hand-posted records to machine accounting.

(2) One of the main advantages of Machine Accounting is the ability
to enter amounts once and subsequently reuse them whenever
needed without having to reenter them.

(3) A Bookkeeping Machine combines the typewriter with the
multiple register adding machine.

(4) Automatic Data Processing (ADP) is a data processing system
which employs punched card machines so interrelated as to make it
possible to reuse data as often as needed once it is converted to
punched cards.

(5) Electronic Data Processing (EDP) is a data processing system
using electronic computers which have greater speed and capability
than punched card machines.

(6) A Computer is a device which accepts information, applies
prescribed processes to the infrwmation, and supplies the results of
these processes. A computer normally consists of input and output
devices, storage, arithmetic, and logical units, and a control unit.
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CHAPTER XV

Glossary of Terms

Account

An Account is a financial record into which are posted all trans-
actions relating to the specific asset, liability, fund balance, revenue,
expenditure, or budgetary item identified in the account title,

Accountant

An Accountant is one who by virtue of education and experience
is competent to (1) design accounting systems; and (2) record, classify,
and summarize financial transactions and interpret and report on the
results of financial operations and on th., financial status of the
school district.

Accounting

Accounting is concerned with recording and reporting activities
and events affecting personnel, facilities, materials, or money of an
administrative unit and its programs. Specifically, it is concerned
with determining what accounting records are to be maintained, how
they will be maintained, and the procedures, methods, and forms to
be used; recording, classifying, and summarizing activities or events;
analyzing and interpreting recorded' data; and preparing and issuing
reports and statements which reflect conditions as of a given date,
the results of operations for a specific period, and the evaluation of
status and results of operations in terms of established objectives.

Accounting Period
An Accounting Period is a period of time at the end of which and

for which records are maintained and financial statements are
prepared. In public school accounting the most common accounting
periods are months and the fiscal year (usually beginning July 1 and
ending the following June 30). It is also referred to as a fiscal period.

Accounting Procedure

The term Accounting Procedure refers to the policy and systematic
arrangement of methods and operations, and the flow of documents
for recording accounting information so as to provide internal control
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and produce accurate and complete records and statements.

Accounting System

An Accounting System consists of the records and procedures used
in carrying out and integrating the accounting function.

Accounts Payable

Liabilities (in whole or in part) which have been charged as
expenditures in the records of the district, but for which payment
has not been made are called Accounts Payable.

Accounts Receivable

Unpaid balances or amounts owed to the school district by indi-
viduals or others are called Accounts Receivable.

Accrual Basis

The extent to which accrued items (revenue earned but not yet
received in cash or expenditures incurred but not yet paid) are or are
not recorded in the accounting records varies among school districts.

An accounting system which includes revenue when it is earned
though not yet collected and expenditures when incurred but not
yet paid is said to be on an "Accrual Basis."

A system which includes as revenue only cash received and as
expenditures only cash paid out is said to be on a "Cash Basis."

Lying between the two are modifications referred to as a Modified
Cash or a Modified Accrual Basis. For example, an accounting
system may recognize expenditures at the time liabilities are incurred
(whether paid or unpaid) but recognize revenues only when cash has
been received. Or, a system may recognize liabilities when incurred
(whether paid or unpaid) and recognize all cash revenue and uncol-
lected revenue due from the State. These are examples of the
Modified Accrual Basis.

Some States and local school districts recognize neither accrued
revenue nor accrued expenditures but follow a practice under which
the books are "kept open" for periods of 30 to 60 days in order that
revenue for the fiscal year which has been earned but not received by
the fiscal year ending date may be recorded in the fiscal year and so
that expenditures incurred but not paid by the year ending date may
also be recorded in the fiscal year. This is the most common use of
a Modified Cash Basis.

The accrual and cash bases are explained here so that they may be
understood. Generally accepted governmental accounting principles
recognize only complete accrual accounting. The National Committee
supports those principles.'
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Accrue

Accrue means to record revenue when earned and expenditures
when incurred regardless of when the revenue is actually received
or the expediture is actually paid.

Accrued Expenses

Expenses which have been incurred and are recorded in the accounts
for which payment has not been made are called Accrued Expenses.

Accrued Interest Payable

Interest which is due and payable and has been recorded in the
Payable accounts as an expenditure but for which payment has
not been made is called Accrued Interest Payable.

Accrued Interest Receivable

Accrued Interest Receivable is interest which has been earned
and has been recorded as revenue but which has not been collected.

Accrued Revenue

Accrued Revenue is revenue which has been earned, is receivable,
and has been recorded in the accounts, but has not been collected.

Adjusting Entries

Adjusting Entries are entries made at the end of an accounting
period to bring accounts up to date. For example, a school district
may have prepaid insurance; that portion of the prepayment which
pertains to the accounting period is changed to expenditures by an
adjusting entry which debits Expenditures and credits Prepaid
Insurance.

Allot
Allot means to apportion a budget or an appropriation to accounts.

For example, a total budget is appropriated; the amount of that
budget to be used in a particular account is alloted to it.

Allotment

An Allotment is the amount apportioned to an account. (See
appropriation.)

Allotment Ledger

An Allotment Ledger includes all the accounts to which allotments
have been made for a particular fund. In it are recorded both
allotments and expenditures. For our purposes, an Allotment
Ledger is the same as the Appropriation and Expenditure Ledger.
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Appropriation

The term Appropriation has several meanings. In the broad
sense, an Appropriation is the total amount approved by the tax
levying body for all school purposes. In a narrower sense, it may
be the amount approved for a specific fund. Or, according to
a still narrower definition, it may be the amount appropriated for
a specific account.

These variations in meaning of appropriation are due to the
variations in detail of Appropriations made by tax levying bodies.
For example, the tax levying body may appropriate a total amount
for schools. That amount is technically the Appropriation. On
the other hand the tax levying body may approve a "line-item"
(or detailed) budget and levy taxes to meet that budget. In that
case, technically, the "line-items" or detailed items are Ap-
propriations. It is this latter meaning that is currently in use.

Appropriation and Expenditure Ledger

The ledger containing ledger sheets or cards for each account
for which funds are appropriated and in which funds are expended is
called the Appropriation and Expenditure Ledger.

Appropriation Expenditure

An Appropriation Expenditure is an expenditure chargeable to
an appropriation, as distinguished from expenditure for a purpose
for which no appropriation has been made.

Assets

Assets are things of value which a school district owns.
Audit

An Audit is an examination of documents, records, and accounts
for the purpose of (1) determining the propriety of transactions;
(2) ascertaining whether all transactions have been recorded properly;
and (3) determining whether statements drawn from accounts
reflect an accurate picture of financial operations and financial
status.

Audit Report
An Audit Report is the report prepared by an auditor following

a completed audit; it should include: (1) Scope of the audit; (2)
Summary of findings; (3) Recommendations; (4) Certificate; and
(5) Financial Statements.

Balance Sheet

A Balance Sheet is a formal statement of assets, liabilities, and
fund balance at any given time but usually at the end of a fiscal
period.
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Bank Reconciliation

A Bank Reconciliation is a statement which is normally prepared
at the end of the month and at the end of the year and which recon--
cites the bank balance as shown on the books with the bank balance
as reflected OD the bank statement.

Bond

A Bond is a written promise to pay a specified sum of money
(called the face value) at a fixed time in the future (called the date
of maturity), and carrying interest at a fixed rate, payable
periodically.

Bond Discount
Bond Discount is the excess of the stated value of a bond over its

selling price.

Bond Premium

Bond Premium is the excess of the selling price of a bond over its
stated value.

Bond Register

A Bond Register is a record in which are recorded by number the
bonds iFrsued and redeemed, dates of issue and redemption, and prin-
cipal and interest payments,

Bonded Debt

Bonded Debt is the total amount of debt owed on outstanding
bonds.

Budget

A Budget is a plan of financial operations which contains an esti-
mate of proposed expenditures for a given period and the proposed
means of financing them.

Budgetary Accounts

Budgetary Accounts are accounts which reflect budgeted amounts
and their status as related to expenditures and encumbrances.
Budgetary Accounts include General Ledger accounts for Estimated
Revenue, Appropriations, and Encumbrances; and estimated rev-
enue and appropriations subsidiary records.

Cash

Cash consists of currency, checks, money orders, and bankers'
drafts on hand, on deposit with the Government official responsible
for custody of school district funds, or deposited in the bank or banks.
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Cash may be qualified as Cash, meaning on hand, and/or Cash in
Bank.

Cash Basis

See discussion of accounting bases under Accrual Basis (p. 261).

Cash Discount

A Cash Discount is an allowance given by vendors for payment of
invoices within a stated period of time.

Chart of Accounts
A Chart of Accounts is a list of all accounts generally used in an

individual accounting system. In addition to account title, the
chart includes an account number which has been assigned to each
account. Accounts in the chart are arranged with accounts of a
similar nature, for example, assets and liabilities.

Checic

A Check is a written order on a bank to pay a specified sun? of
money on demand to a person named on the Check or to the bearer.

Closing Entries

Closing Entries are entries which are made at the end of the ac-
counting period to transfer balances in General Ledger Receipt,
Expenditure, Appropriation and Estimated Revenue accounts to
the Fund Balance account.

Coding

Coding is a system of numbering accounts in such manner that the
numbers assigned may be used as abbreviations for account titles in
coding invoices, preparing journal entries, and in making similar
entries.

Compound Entry

A Compound Entry is a balanced entry which contains two or more
debits or two or more credits.

Control Accounts

Control Accounts are: (1) Accounts in the General Ledger for
which subsidiary ledgers are maintained; or (2) accounts in other
ledgers for which further detailed accounts are maintained. To
illustrate (1) for the General Ledger Appropriations and Expendi-
tures accounts, a subsidiary ledger is maintainedAppropriation and
Expenditures Ledger; (2) within the Appropriation and Expenditure
Ledger, if a summary account is maintained for Administration or
Instruction, or any of the major functions, and is supported by ac-
counts which detail expenditures, the summary account is a control
account.
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Cost
Cog is the amount paid or the value of assets exchanged for a

property or service.

Cost Accounting
Cost Accounting is that phase of accounting which provides for the

accumulation of costs of a specific program or service.

Cost Ledger
A Cost Ledger is a ledger in which accounts are maintained for

costs of a specific program or service.

Credit
A Credit is an entry in the right side of an account.

Current Assets
Current Assets are cash or anything that can be readily converted

into cash.

Current Funds

Current Funds are monies received during the current fiscal year
from revenue receipts which can be used to pay obligations currently
due; they include fund balances reappropriated for the current fiscal
year.

Current Liabilities
Current Liabilities are debts which the school district expects to

pay within a short period of time, usually a year or less.

Debit
A Debit is an entry in the left side of an account.

Deficit
A Deficit is the excess of the obligations of a fund over the fund's

resources.

Direct Expenses

Direct Expenses are those which can be easily and readily identified
with a specific program or activity.

Double Entry
Double Entry refers to an accounting system in which for each entry

in the debit side of an account or accounts there are entries in the same
total amount in the credit side of another account or other accounts.

Encumbrances

Encumbrances are obligations arising from the issuance of pur-
chase orders, contracts, and salary or other commitments which are
chargeable to a particular appropriation (or to particular appropria-
tions) and for which a part of the appropriation is reserved.
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Entry
An Entr7 is the completed recording of a transaction in a journal,

or the posting from the journal to the appropriate ledger account.

Equity
Equity is the mathematical excess of assets over liabilities. Gen-

erally this excess is called Fund Balance.

Estimated Revenue
Estimated Revenue is a budgetary account. For school districts

using the accrual basis of accounting, revenue estimated to accrue
during the fiscal year is called Estimated Revenue. For districts
on a cash basis, Estimated Revenue is revenue estimated to be
received during the fiscal year.

Expenditures
Expenditures are charges incurred, whether paid or unpaid, which

are presumed to benefit the current fiscal year.

Fidelity Bond
A Fidelity Bond is a bond which guarantees the school district

against losses resulting from the actions of the employees of the
school district.

Fiscal Period
A Fiscal Period is any period at the end of which a school district

determines its financial condition and the results of its operations.

Fiscal Year
A Fiscal Year is any 12-month period at the end of which a school

district determines its financial condition and the results of its opera-
tions and closes its books. The most common fiscal year begins on
July 1 and ends the following June 30.

Fixed Assets
Fixed Assets are land, buildings, machinery, furnitgre, and other

equipment which the school district intends to hold or continue in
use over a long period of time.

Function
A Function is a group of activities which have a common objective

or which are closely related. For example, within the function of
Instruction, the activities of the supervisor or consultant, principal,
teacher, librarian, or counselor have either the same objective or are
closely related activities.

Fund

The assets, liabilities, and fund balance of each of a school district's
"businesses" constitutes a "Fund." Stated another way, a Fund is
an independent accounting entity with its own assets, liabilities, and
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fund balances. Generally, funds are established to account for fi-
nancing of specific activities of a school district's operations.

Fund Balance
The mathematical difference between assets and liabilities is called

the Fund Balance.

Fund, Cafeteria
The Cafeteria Fund is the fund which finances those activities

which have as their purposes the preparation and serving of food.

Fund, Construction
The fund which finances the construction of school buildings and

the acquisition of any related land and equipment is called a Con-
struction Fund.

Fund, Debt
A Debt Fund is a fund which is used to finance the payment of

principal and interest on debt.

Fund, General
The General Fund is used to finance the ordinary operations of the

school district and to finance those operations not provided for big

other funds.

General Ledger
The General Ledger is that group of accounts which constitute

the basic accounts of a fund. Included are those summary accounts
for which detailed subsidiary ledgers are maintained.

Imprest System

An Imprest System is a petty cash system in which a fixed amount
of money is set aside for disbursement, usually by cash. At certain
intervals, a report is prepared for the amount disbursed and the fund
is replenished. The report is used as a basis for charging expendi-
tures to the proper accounts. (NoTE: On establishing the system
an entry is made debiting Petty Cash and crediting Cash. When
Petty Cash is replenished an entry is made debiting Expenditures
and crediting Cash.)

Indirect Expenses
Indirect Expenses are those which cannot be easily or readily

identified with a specific program or activity.

Interfund Transfer
Monies transferred between funds under the control of the school

board are called Interfund Transfers.

Inventory
An inventory is a detailed list of items on hand. The list may
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include, in addition to quantity and description, units of measure
and unit and total costs.

Investments

Investments are securities or other property in which money is
put to earn interest.

Invoice
An Invoice is an itemized list of merchandise purchased from a

particular vendor. The list includes quantity, description, price,
terms, date, and the like.

Journal
A Journal is the accounting record in which the details of financial

transactions are first recorded.

Ledger
A Ledger consists of all the accounts of a particular fund or all

those detail accounts which support a particular General Ledger
account. (See General Ledger and Subsidiary Ledger.)

Liquidation
A Liquidation is a reduction of encumbrances.

Payroll
A list of individual employees entitled to pay, with the amounts

due to each for personal services rendered during the pay period is
called a Payroll.

Petty Cash
Petty Cash is a sum of money, either in the form of cash or a

special bank deposit, set aside for use in making immediate pay-
ments of comparatively small amounts or in making change.

'Posting
Posting is the transferring of detailed or summarized data which

has been recorded in a journal to ledger accounts.

Prepaid Expenses
Prepaid Expenses are those which are paid during a fiscal year or

period, and for which benefits are to be received in succeeding fiscal
years or periods. Examples of prepaid expenses are prepaid insur-
ance and prepaid rent.

Proprietary Accounts
Proprietary Accounts (or "real" accounts) are those which reflect

actual financial conditions and operations. Accounts involved are
assets, liabilities, reserves, fund balance, revenue and expenditures.

Prorating

Prorating is the allocation of parts of an expenditure to two or
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more different accounts in proportion to the benefits received by
the programs or activities of which the accounts are a part.

Purchase Order

A Purchase Order is a written request to a vendor to provide
material or services at a price set forth in the order and is used as an
encumbrance document.

Purchases Discount

A Purchases Discoun' is an allowance made because of either
volume purchasing or seasonal purchasing.

Refund

A Refund is a return of an over-payment or over-collection. The
return may be either in the form of cash or a credit to an account.

Reimbursement

A Reimbursement is the return of an over-payment or over-
collection in cash.

Requisition

A Requisition is a written request to a purchasing officer for
specified articles or services. It is a request from one school official
to another school official, whereas a purchase order is from a school
official (usually the purchasing officer) to a vendor.

Reserve

A Reserve is an amount set asid6 for some specified purpose.

Retained Percentage

A Retained Percentage is an agreed-on percentage of a contractor's
requisition which is withheld from payments pending satisfactory
completion of the project.

Revenue

Revenue is an addition to assets which does not incur an obligation
and does not represent exchanges of property for money.

Revenue Ledger

A Revenue Ledger is the subsidiary ledger in which the detailed
revenue accounts are maintained.

Stores

Stores are supplies and equipment on hand in store rooms.

Subsidiary Accounts

Subsidiary Accounts are accounts which contain detailed infor-
mation in support of control accounts in the same ledger or in a
General Ledger.
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Subsidiary Journal
A Subsidiary Journal is a journal in which are recorded transactions

of like nature. For example, a Cash Journal is a commonly used
journal; in it are recorded all cash transactions.

Subsidiary Ledger
A Subsidiary Ledger contains all the detail accounts which support

a particular General Ledger account.

Summary Account

A Summary Account is an account that is used to consolidate
items of a broad category. (See Control Accounts.)

Surplus

Surplus, a term generally used in governmental accounting, is the
arithmetic excess of assets over liabilities. The equivalent term in
public school accounting is fund balance.

Taxes

Taxes are charges levied by government for the purpose of financing
government services.

Taxes Receivable

Taxes receivable are those taxes which are due and receivable but
which have not as yet been collected.

Trial Balance

A Trial Balance is a listing of all accounts and their balances for
the purpose of determining whether total debits equal total credits.
It is normally used to verify the accuracy of posting and as the first
step in the preparation of financial statements and reports.

Unappropriated Surplus

The term "Unappropriated Surplus" refers to that portion of a
surplus (fund balance) which is not segregated for or appropriated
to a specific purpose or specific purposes.

Unencumbered Balance

An Unencumbered Balance is the balance remaining in an appro-
priation after dedcting encumbrances and expenditures.

Unexpended Balance

An Unexpended Balance is the balance remaining in an appro-
priation after deducting expenditures.

Unliquidated Encumbrances

Unliquidated Encumbrances are outstanding encumbrances.
They cease to be encumbrances when paid or when the actual liability
is set up.
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Warrant

A Warrant is an order drawn by the school board on the school
district's treasurer ordering him to pay a fixed amount, to a payee
named on the Warrant. in a fiscally dependent school district, the
order is drawn on a city or county treasurer. Once signed by the
trolsurer the warrant becomes a check payable by a bank named on
the warrant by the treasurer.

Warrants Payable

Warrants Payable are warrants issued by the school board but
not yet signed by the treasurer.

272
U.S. GOVERNMENT PRINTING OFFICE :1967 -0- 245 -882




